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TUESDAY, OCTOBER 20, 1953 


UNITED STATES SENATE, 
SUBCOMMITTEE ON GOVERNMENT OPERATIONS ABROAD 
OF THE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met (pursuant to S. Res. 40, agreed to January 
30, 1953) at 2 p. m., in room 318 of the Senate Office Building, Senator 
Karl E. Mundt (chairman) presiding. 

Present: Senator Karl E. Mundt, Republican, South Dakota. 

Present also the following from the staff of the Permanent Sub 
committee on Investigations: Francis P. Carr, executive director; 
Thomas W. LaVe a, as istant counsel; Herbert “98 Hawkins, investi- 
gator; Ruth Y. Watt, chief clerk. 

Senator Munpr. The committee will come to order, please. 

I might state at the beginning that in June of 1953 our staff received 
information indicating that investigative action was justified in 
inquiring into the personnel of the Treasury Department and other 
departments involved in a question of transfer of monetary plates for 
the so-called allied marks to the Soviet Government, for the use of 
that Government in the printing of occupation currency which was 
identical to that being used for this Government in our country. 

U p to now our stafi has interviewed 47 witnesses altoge ther. The sv 
have run down various leads and examined voluminous files in the 
State and Treasury and Defense De spartments, and have held execu- 
tive hearings and taken depositions. And yesterday and today we 
have held executive hearings trying to screen out the witnesses to get 
down to those that were able to make some factual contributions to 
the questions in point. 

The committee has not endeavored to reopen the hearings that were 
held in 1947 which dealt with certain of the financial aspects of the 
transaction, but has pretty well pinpointed its activities into the new 
angles which have developed as a consequence of the leads with which 
we were supplied starting last June. 

Those leads would indicate that what we have here was a case 
history of the Russian tactic which we know is employed in the 
instant case, and which in all probability is one which they continue 
to utilize not only here but in every free ¢ apital of the world. 

The evidence indicates that while the top-level diplomatic Russian 
officials were negotiating aboveboard with top-level people in this 
country trying to make their most persuasive and compelling pleas 
for a stipulated point of view, they by one device or another infiltrated 
the same area of this Government which was considering their requests 
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so that they could use their operatives here in a dual capacity of espio- 
nage to ferret out and ferry back to their Communist commanders’ 
offices the thinking and the policies and the programs and the secrets 
which were discussed in executive session and kept in the secret files 
of that Department; and as the other assignment of these Communist 
operatives they were able to weasel into our Government, it was to 
win the confidence of loyal Americans at the top charged with the 
operation of Government, to the point where they could nudge them 
along with persuasive arguments they were able to develop and the 
briefs and aid memoirs they were responsible for preparing so as to 
color the determination and make it more likely that the decision 
eventually reached in the over-the-table negotiations by our represent- 
atives would be one which would be favorable to the Russian point 
of view. 

In this instant case, the Russian point of view was that we should 
treat Russia differently from the manner in which we treated our 
other associates in the war at the time of the occupation of ee: 
Other allies were provided with occupation marks printed by the 
\merican Government plates. The records were kept as to how many 
marks they —— and the accountability was consequently made 
available: but for reasons best known to themselves the Russians said 
that. “As far as we are concerned, we don’t want you to treat us and 
our troops like you treat the British and the French, but we want you 
to give us the exact plates and the negatives and the ink and ‘the 
paper and the supplies to make these marks so that we can turn them 
out in whatever numbers we desire, to be e ‘xpedien t, ithout any agree- 
ment as to accountability, so that they will be indistinguishable from 
the other occupation marks which are there.” 

Of course, that was tantamount to asking for a blank check to pay 
their occupation costs and their troops in marks which would give 
the Russian Army and the Russian occupation authorities a free ride 
into Germany, for which they would not be accountable, and for which 
they refused subsequently to make any accounting as to the actual 
numbers of millions of marks which they printed, and for which 
the records show they have not paid back one single red cent in re- 
demption of the marks that they printed. 

So this inquiry is directed into a disclosure of those two phases of 
the monetary plate situation. One is the over-and-under tactic which 
the Communists have evolved for making their diplomatic approaches 
to the free governments of the world, while they pull strings from 
under the table to get people to comply with them. The other is 
their « eee was successful in this case—to finance their opera- 
tions in Germany with somebody else’s money and somebody else’s 
sacl fic e and somebody else’s marks, rather than their own. 

We are hopeful that as a result of this long screening which has 
been given these 47 witnesses and the executive hearings and the back- 
eround data which has been secured, which is incontrovertible and 
which has not been contradicted, that these hearings should not require 
over a day or two, or thereabouts, to place into the public record the 
demonstrable facts as far as they have been ferreted out by our investi- 
gators and brought to light by responsible witnesses. 

After the hearings have been concluded, a report will be written by 
the committee to tie up these loose ends, and we will serve a construc- 
tive purpose at home as well as abroad, so that friendly governments 
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in the free world, wherever they are, will be made aware of the Com- 
munists tactics, and to warn them that where they see a concentrated 
diplomatic drive on the part of the Communist Government trying 
to win a point which may well appear to the free governments as 
being unreasonable or unjustifi ible or definitely conducive to Soviet 
supremacy, that that drive at that point might well serve as an index 
tab whereby the security forces of the free world might intensify their 
investigations within the partic ‘ular agency of their government or the 
particular department which is being called upon by the Communist 
Government to make decisions which seem obviously questionable and 
undesirable from the standpoint of the continued security of the free 
world. 

In brief, that is‘the purpose and the outline of the hearings which 
we are about to undertake. 

Mr. Counsel, who is your first witness? I understand Mr. Alvin W. 
Hall, Director of the Bureau of Engraving and Printing, will! be th 
first witness. 

Mr. Hall, will you please come forward? 

Do you solemnly swear that the testimony you are about to give will 
be the truth, the whole truth, and nothing but the truth, so help you 
God ? 

Mr. Hatt. I do. 


TESTIMONY OF ALVIN W. HALL, DIRECTOR OF THE BUREAU OF 
ENGRAVING AND PRINTING, DEPARTMENT OF THE TREASURY 


Senator Munpr. You may be seated. 

Mr. Counsel, you may begin the interrogation. 

Mr. LaVenta. Mr. Hall, how long have you been Director of the 
mimeee of Engraving and Printing? 

. Hari. Twenty-nine years. 

Me LaVenta. That would be roughly since 1924? 

Mr. Hatz. December 1924. 

Mr. LaVenta. Mr. Hall, do you recall in the latter part of 1943, and 
during 1944, participating in negotiations for the delivery of the 
negatives from which printing plates could be made, and delivery of 
printing plates to the Soviet Government for their use in printing 
allied military marks for use in the German occupation ? 

Mr. Hauu. Yes, I was associated with that project. 

Mr. LaVenta. Those marks were to be exactly similar to those being 
printed in the United States, is that correct ? 

Mr. Hau. Yes, sir. 

Mr. LaVenta. Mr. Hall, will you please tell us briefly your recol- 
lection of the important matters surrounding those negotiations? 

Mr. Haut. As I recall—and this is going ‘back some 10 or 12 years, 
10 years at least—we were asked to furnish to the Russians photo- 
graphic negatives and positives of the portions of the notes that were 
used in printing Allied military mark currency for the German inva- 
sion. As the record will show, the Bureau opposed sending over the 
material for the reason that we felt that it would be extremely difficult 
for the Russians to print a note to be identical to the one we were 
printing; and, in addition, we felt it was against good management 
policy to release any material that would permit another printing 
plant to engage in printing currency on which we were engaged. 
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We objected to that transfer on that basis. There were many dis- 
cussions in the Department, and the Russians were told that they 
would be furnished all of the notes that would be necessary for them 
to use in paying their soldiers, but they insisted upon getting the 
material by which they could get into production. 

Senator Munpr. At that time, the British and the French occupa- 
tion forces were getting their notes from our Government ? 

Mr. Hauw. Mr. Chairman, I cannot answer that, because my knowl- 
edge of the affair only reaches to the point where we shipped from 
the Bureau the notes, and where it was delivered I do not know. I 
presume that the British and the French did get what we printed. 

Mr. LaVenta. We did not deliver printing plates, or the negatives 
from which plates could be made, to the British or the French Govern- 
ments / 

Mr. Hatu. No, sir. 

Mr. LaVenta. a delivered them only to the Russian Government ? 

Mr. Hau. Yes, s 

Mr. LaVenrta. ‘And we did that | because, to your knowledge, they 
were not satisfied with the offer of our printing it for them; they 
wanted to print it themselves? 

Mr. Hatt. I presume so, and I have no direct knowledge of the 
reason why they insisted upon getting the material from us. 

Mr. LaVenta. I also understand, Mr. Hall, that one of your objec- 
tions was based upon the fact that there would be very bad control over 
the issuance of this currency and an accountability for it? 

Mr. Hatu. Yes, that was my main objection, because we would be 
held accountable for the quantity that was produced, and if there was 
another plant engaged in printing similar currency, it would be dif_- 
cult to place responsibility if any irregularities would develop. 

Mr. LaVenta. In addition, because of certain technical difficulties, 
some of the notes printed by the Russians might not be as good quality 
as those produc ed here; is th: at correct / 

Mr. Hatz. We felt that they would have difficulty in matching the 
colors that we were employing in the printing of the currency in 
this country. 

Mr. LaVenta. And from your experience, that is an incentive to 
counterfeiting, is it not ? 

Mr. Hauu. Having two varieties in circulation would facilitate 
counterfeiting. 

Mr. LaVenta. Now, Mr. Hall, it took 4 printing plates to make the 
face of the mark, and 2 to make the rear of the mark? 

Mr. Harti. Four ee s on the face and two colors on the back. 

Mr. LaVenta. And in your experience in the Bureau of Engraving 
and Printing, this type of multiple-colored notes is rather difficult t 
counterfeit, from a photographing process? 

Mr. Haut. That is correct. 

Mr. LaVenta. Mr. Hall, do you recall who some of the participants 
were in these negotiations representing the main Treasury ? 

Mr. Haut. Well, Secretary Morgenthau, Under Secretary Bell, Mr. 
Harry White, Mr. Taylor, Mr. Luxford, and there may be others that 
I can’t recall at the moment without refreshing my memory from 
the record. 

Mr. LaVenta. You have testified and you did testify in executive 
session, and you did examine various memorandums written by you 
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either to the Secretary of the Treasury or to the Under Secretary, Mr. 
Bell, wherein you did set forth your position opposing the delivery 
of these printing plates to Russia / 

Mr. Haun. Yes, sir, I did. 

Mr. La VENIA. Did anyone ¢ lse agree with your p sition 4 

Mr. Hatx. Well, I felt from the very beginning that there was a 
reluctance on the part of the Department to accede to the Russian 
request, and I recall Mr. Dan Bell and I on one occasion had an argu- 
ment or discussion in trying to work out some other plan rather than 
sending the material to the Russians. 

Mr. LaVenta. Mr. Hall, your objections were based upon various 
technicalities, and based upon the sound judgment of yourself and 
other men of experience in the Department ; is that correct ¢ 

Mr. Hauu. That is correct. 

Mr. LaVenia. The people in the Department—or first, let me 
change that, please. Do you recall anyone 1n the De partment who 
constantly kept the negotiations open rather than turning down the 
Russian request # 

Mr. Hau. No, I couldn’t say—I don’t know of anyone who kept 
it. alive, except the Russians perhaps. They were pressing for it, and 
as I understand it, from the very beginning. 

Mr. LaVenia. Mr. Hall, you have had considerable contact, during 
the course of your ¢ xperien e in the securities pl inti o yusiness, with 
private security-printing firms ¢ 

Mr. Hau. Yes. 

Senator Munopr. May I interject ¢ You also, | presume, have made 
something of a study in your profession of the procedures followed 
by other governments 1n protecting their securities ¢ 
"Mr. Hay. Yes, sir. I have. 

Senator Munpr. Let mea k you, ut of yo r ie expt rience, which 


] + 1d)e) «+h +1 . . , . +1 
I think you said dated back to 1924, whether you know of any othe 


Instance 1h history where a sovert on government has handed to an- 
other government its monetary plates for use in the fashion in which 
: : . ey , 

thi was done with the mo VY plates made Valiabie to tne 
Russ } é 

fy. } I | tj The} 

Mir. JQALL. ive never heard of a similar transactiol i here may 

; . 
nave bee} L have ne Ve] Wea» oO} | 
. : 

Senator Munpb At least \ ] ( D1 ness Is tO KNOV and 
who has been 1 the business for over a q larter OT a century, no such 
other occurrence has ever been brought to your attention? 

. Tees a pe nee ee . 4 ] 

Mr. Hatz, It is the custom among security printers not to release 
dies, rolls, or plates which they are using for printing securities, to 

4] } wo tawat pe a a . sata . ; 
any other pliant which might engage 1n similar printing. 


Senator Munpr. That would hold certainly for any other govern- 
ment ¢ 

Mr. HALtt. I should say so; yes, sir. 

Mr. LaVenra. Mr. Hall, do you recall on April 14, 1944, any con- 
ference in the Office of the Secretary of the Treasury ¢ 

Mr. HALL. Well. undoubtedly I had one at that time, 

Mr. LAaVENI A. ‘I hat is the date on whi h the decision was made. 

Mr. Haw. Oh, yes, I recall that date very well. 

Mr. LaVenta. Will you please tell us what occurred at that meeting? 


9 
~ 


ean°n7 52 
393907—53— 
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Mr. Hari. Well, leaving out all of the details of the discussion, 
which I can’t recall accurately, the conference wound up by getting a 
direct order from the Secretary to furnish the Russians what they 
wanted, and I left his office with instructions to proceed on that basis. 

Mr. LaVenia. Mr. Hall, these negotiations to procure the money 
plates began back in August of 1948; isn’t that correct ? 

Mr. Hau. I was not in the picture at that time, and it didn’t come 
to my knowledge, as I recall, until February the following year. 

Mr. LaVenta. February of 19447 

Mr. Hani. There apparently were some discussions, but I was not 
involved in them. 

Mr. LaVenra. If the Secretary of the Treasury or a responsible 
official had given orders to have printed suflicient currency for the use 
of the Russian Government in the latter part of 1943 or in the first 
month of 1944, were the facilities available to print the currency neces 
sary for the Russians’ use / 

Mr. Haun. Yes, that could have been worked out—not in our plant, 
because our facilities were too limited for mass production in that form 
of printing, but we could have, with the consent of the subcontractor, 
the Forbes Co. in Boston, printed a sufficient quantity. 

Mr. LaVenia. In other words, from the date of the original de- 
mand, while the negotiations were kept open and no flat turndown 
was given to Russia, up to April of 1944 when we finally acceded, do 
you recall that there was considerable pressure being put upon the 
Secretary of the Treasury and other officials of our Government by 
Ambassador Gromyko and other representatives of the Russian Gov- 
ernment that they had to have the plates at that time; and in addi- 
tion, that one of the important things that finally caused the delivery 
was that the decision to be made’in April could not be an alternative 
one because in April we could not then proceed to print the money ? 

Mr. Haru. Well, I can’t relate what conversations took place be- 
tween Secretary Morgenthau and the Soviet Ambassador, or how 
much pressure the Soviet Ambassador was exerting on the Secretar y- 
I had never been present, only on one occasion, when the Soviet Am- 
bassador met. with the Secretary. But up to that time it was pretty 
well crystallized that the proposition was to go through. What oc- 
curred prior to that, I have very little knowledge of. 

Senator Munpr. Was there a considerable pressure at the time the 
decision was made, or immediately thereafter, to do this job rapidly ? 

Mr. Haru. I got instructions to get material ready as quickly as 
possible, and we did make an assignment to the men to work 24 hours 
a day to complete the assignment. 

Senator Munpr. As I understand it, we sent something more than 
just the monetary plates to Russia. 

Mr. Hauw. Yes. 

Senator Munpr. Will you detail the information which was sent? 

Mr. Hatz. We sent information and material so that they could 
copy the notes that we were pr int ing, and we sent paper spec ifications 
and formulas for the ink, and we sent dry colors, oils, and vehicles 
and specimens of the notes themselves, and specimens of the typeface 
used for numbering the notes. They were given full and complete 
information upon it which they could use to get into production. 

Senator Munpr. You sent the positive and negative plates? 
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Mr. Hat. We sent the positives and negatives, because we didn’t 
know what process they were using, whether they were using high 
etch or deep etch or planograph, so that they would be prepared for 
anything, and we gave them both the negative and positive. 

Senator Munpr. When delivery was made from your shop to the 
Russian hands, to whom was this material given ? 

Mr. Har. Well, the negatives and positives and specifications, 
which made up a very small shipment, were delivered to the Russian 
Embassy in an Army truck. At that time it was considered a top 
military secret and it was handled in that way so that we would not 
disclose what was going on. Then the material that was prepared, 
the dry colors and the oils, and so forth, were crated and loaded on 
airplanes at National Airport and sent from there by air. 

Senator Munpr. Do you recall a year or so ago—and it may have 
been somewhat longer—there were some public statements made by 
George Racey Jordan, who had apparently come across some of these 
shipments up in Montana and had reported them as being of a very 
suspicious nature because it appeared to him that this might be some- 
thing which was being smuggled out of the country, as this particular 
Army officer could not understand why we would be se nding monetary 
plates over? Did that deal with some of these plates that they had 
gotten from your Bureau asa result of this high-level decision 4 

Mr. Haui. That iscorrect. It was sent through Great Falls, Mont., 
and I suppose he intercepted it at that point or inspected what was 
passing through, and saw what the material was, and I understand 
he wrote a book or an article making mention of the fact that we were 
shipping that material to Russia. 

Senator Munpr. As T recall, the Russians at one point alleged that 
one of the shipments had been shipwrecked or had crashed someplace, 
so they wanted a duplicate shipment made. 

Mr. Haut. Yes. We had word from the Soviet Ambassador that 
one plane crashed in Russia someplace. 

Senator Munpr. Were you able to verify that that crash had actually 
taken place / 

Mr. Hauu. We had to take his word for it, of course. 

Senator Munpr. Did we send him the dave ate shipment 4 

Mr. Har. Yes, immediately. 

Senator Munpr. During your tour of duty during the last long 
period of years, did any people in the Treasury Department ever 
arouse any suspicion in your mind that they might be a little bit 
overzealous in encouraging a Russian point of view, or being of assist- 
ance to the Russian Government from the valine of this monetary 
transaction ? 

Mr. Hauw. I couldn’t say, Senator, that I suspected anybody for 
any sabotage or espionage at all. , ’ 

Senator Munpr. Of course, it must be remembered that that was a 
time when we were an ally of Russia, and it is quite conceivable that a 
statement which they might make which would sound pro-Russian 
today might not have sounded so suspicious at that time. Did any 
Russians ever come down and visit your plant and look over your 
facilities down there ? 

Mr. Hatu. Well, on one occasion we had a delegation of Russians 
that were brought to the Bureau, and they went through on an inspec- 
tion, and they were brought there by Mr. White. 
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Senator Munpr. Harry Dexter White? 
Mr. Hat L. Yes. And that is the only ccasion during the war. 
rior to World War II we had a del | 
Ol years before World W ir oe and they came over here for the 
purpose of buying printing equipment for Russia. It was only on 
O Of isions that I] recall 
Senator Munpr. The only time during the war, or during the general 


ation “0 throug } the Bureau, 


] 


this transaction was taking place, when that 


1} 1 > ‘ ] ; ) 
[r. White brought that Russian « Hegation ¢ 


eriod ot whe 


‘urred was when \ 


Mr. Haun Phat is the only oceasion Russians came to the Bureau. 
Senator Munpr. Thank vou very much, Mr. Hall. I commend you 
on the steps that you took to try to stop this transaction, even though 


] 
ot ucceeqd, 


\ 1 1 i 
Mr. Haut. Thank you. 
Senator Munpt. The next witness scheduled was Mr. Daniel W. 
Bell, but he is detained at a board meeting down at the bank, which 
V heduled at 1:30 and has not adjourned as yet, so I think rather 
than taking a recess or wailtll cr for him, we will take some witnesses 
r that we had not expecte | to eall until later. 

If Mr. Sacks and Mr. Shultz are in the room, we will ask them to 

come forward. 
Will you gentlemen stand and be sw 
1 


; 


Out of orde 


rn ¢ Do you solemnly sweal 
ne te timony you are about to Give \ be the truth, the whole truth, 
] 


nh. SO help vou God ¢ 


( 
] 
I 


t} 
and nothine but the trut 
Mr. Sacks. I do. 
Mr. Suvurz. I do. 


TESTIMONY OF HOWARD R. SACKS, OFFICE 0F THE DEPARTMENT 
COUNSELOR, DEPARTMENT OF THE ARMY; AND EDWARD K. 
SHULTZ, CHIEF OF THE FOREIGN FINANCIAL AFFAIRS OFFICE, 
OFFICE OF THE COMPTROLLER OF THE ARMY 


Senator Munpr. I will ask you separately to identify yourselves for 
purpe of the record. Il believe that one of those microphones 
be attached to the radio and the other one to the loudspeaker 
if you will put the mikes between you, it will facilitate our 

Mr. Sacks, will you identify vourself ? 
Ir. Sacks. Yes, sir. My name is Howard R. Sacks. I am from 


Office of the Department Counselor, Department of the Army. 
Mr. Suuutrz. Iam Edward K. Shultz, Chief of the Foreign Finan- 


(fl ll Ofhice Ofl e of the Cor pcre ller of the \rmy. 


s or Munpr. I understand neither one of you g ntlemen were 
of responsibility dealing with the instant matter at the 
{ ) place . hat rht ¢ 
Mr. Suvuurz. That is correct, sir. 
Senator Munpr. And the information you are about to give us is 
) 


he outgrowth of a careful study and research that you have made of 
rds in the Department of the Army, from your contacts and 
from your interviews with people down there who might be in a 
on to supply the information; is that correct ¢ 
Mr. Sacks. That is correct, sir. 
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Senator Munpt. We would like to know, then, first of all, whether 
this high-level decision to make available to the Russian Government 
our American monetary plates was a decision which was made by the 
Dy partme! t of the Army, or by the Pentagon, or by the occupation 
authorities In Berlin, or what part the Army play ed in this decision. 

Mr. Sacks. Senator, the decision to vein the plates was not 
made by the Army or by the War Department. At that time, of 
course, there were no occupation at aiecatedee in Berlin, and so they 
couldn’t have been involved. 

Senator Munpr. It was not a decision that was made by the Army 
or by the Pentagon or the Defense Department ? 

Mr. Sacks. That is right, sir. 

Senator Munpr. The decision was made at either some higher level 
or at some collateral level in Government, and the Army’s position, 
as I understand your testimony, was it had to administer this cur- 
rency and do the best job it could of Sestthet ping transactions, and 
so forth, but that the decision was made at some higher political 
level ? 

Mr. Sacks. Either at some higher level or at some collateral level, 
or combination of the two. 

Senator Munpr. But it was not a decision made by the Department 
of Defense; you are sure of that? 

Mr. Sacks. On the basis of the information that I have gained 
from looking at the files, that is correct, sir. 

Senator Munpr. Were the Russian-printed marks a factor in the 
creation of our long position in Allied military marks which caused 
so much concern to our occupation authorities once they did get int’ 
Germany, and did have the problem of administering this matter, 
and were the Russian-printed marks a factor in the creation of that 
long position ? 

Mr. Sack. I think the best answer I can give to that question is 
this: It seems clear that the Russian-printed marks must have been 
a factor in the creation of our long position in Allied military marks, 
although it is impossible for us to determine how much of a factor 
it was. 

Senator Munpr. You say it is impossible to determine that. You 
have made a complete seare ‘h of the files and the records, and you have 
interviewed the responsible officials of the military, and does the 
record disclose that any effort was ever made to secure from the Rus- 
sians a statement of the extent to which they used these plates and 
consequently contributed to the long position ¢ 

Mr. Sacks. Well, Senator, numerous and repeated efforts were made 
by the Army in its capacity as the United States representative on 
the Allied Control Council in Berlin to get the Russians to account 
to us for the amount of marks that they had printed on these currency- 
printing plates. However, although we received promises from the 
Russians, we never did get any facts. So that to the best of our 
knowledge, there is no way of determining just to what extent the Rus- 
sians did use these plates. 

Senator Munpr. They either failed or refused to comply with our 
request and to make an accounting as to the amount of marks they 
printed ¢ 

Mr. Sacks. That is right, sir. 
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Senator Munpr. So that even as of now, 1953, there is no responsible 
authority that can answer the question, How many marks did the 
Russians actually print? 

Mr. Sacks. Not to my knowledge, sir. 

Senator Munpr. You have searched the records carefully in that 
connection ¢ 

Mr. Sacks. Yes. 

Senator Munpr. You received a letter from the committee some 
time ago along that line, so that you have had an ample opportunity 
to complete your search ¢ 

Mr. Sacks. Yes, sir. We have not searched all of the files of the 
Office of Military Government on this, but I think I can safely say 
that we have turned up any evidence that would bear on this specific 
question; and on the basis of that evidence, I gave my answer of a 
ew moments ago. 

Senator Munpr. Now, we talk about a “long position” of Allied 
military marks. Can you translate into layman’s language what is 
meant by that and how you arrive at a determination of the long 
position of military marks? 

Mr. Sacks. I think Mr. Shultz is much better equipped to answer 
that than I. 

Mr. Suuurz. The long position represents the excess of the Allied 
niulitary marks accepted into the accounts of the United States Army 
over and above the amounts which were paid out to the troops in the 
lirst instance. 

Senator Munpr. Now, let me see if I understand the process by 

hich these marks were handled by the occupation forces. 

Is it correct that once they were printed and made available to the 
occupation forces, the Americans and the British and the French 
vetting their marks from the American Government and the Rus- 
ians printing their own marks, that these Governments then paid 
heir troops—and we can limit that to the American Government, 
because the same procedure would follow—they paid their troops in 
these military marks, which served the troops as currency as long as 
they were in Germany? But if he had elderly parents, or a family at 
home, and wanted to translate these marks into American credits, or 
(merican dollars, he would take what marks he had or what marks 
he was able to acquire through his own ingenuity, or speculative 
ability, or salesmanship, or selling a piece of equipment that he had 
that he owned personally to some buddy—he would take these excess 
marks he did not need for his own expenses to a finance officer, who in 
turn would either give him American dollars or some kind of Ameri- 
can eredit in lieu thereof, that he could transmit back to his relatives 
and his friends or his parents at home. Is that substantially the way 
t works? 

Mr. Suvurz. That is substantially correct, except that he was not 
eiven American dollars, but a eredit in dollars which he could trans- 
init back home. The actual physical American dollar was not given 
him. 

Senator Munpr. No, but he got, in lieu of dollars, some kind of 
credit certificate which his folks back home could use as dollars? 

Mr. Suurrz. Yes, to permit him to transmit dollars back home, 
That is correct. 
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Senator Munpr. So far as he was concerned, the marks that he got 
were just as satisfactory pay as though they had been dollars? 

Mr. SuHutrz. That is correct. 

Senator Munpr. Did the American taxpayer, as a consequence of 
these various financial transactions and the long position in marks 
which eventuated in Germany, suffer any direct or indirect losses as a 
consequence of this long position ? 

Mr. Sacks. Well, Senator, I think that the best answer that can 
be given from the Army’s point of view to that would be divided into 
two parts: 

Part 1. From the standpoint of the Army’s own appropriations, the 
American taxpayer did not suffer any loss from our so-called long or 
surplus position, since the Army was able to use these marks in 
Germany. 

Part 2. As a logical matter, however, we can’t deny the possibility 
that Russian-printed marks which went into our surplus or long posi- 
tion contributed to inflating the German economy, and thus that the 
taxpayer may have been forced to pay for additional foreign aid. 

I must point out, however, that this issue of indirect cost to the 
American taxpayer involves rather complex economic forces which 
neither Mr. Shultz nor I are qualified to evaluate. 

Senator Munpr. It involves indeterminate factors, and that is the 
actual amount of marks that the Russians printed, which you have 
previously testified is a figure which is not available. 

Mr. Sacks. You need a lot of other facts, too, and you have to know 
many things about other contributing factors. 

Senator Munopr. Is there any evidence any place in the files that 
vou have examined in the past, in scrutinizing this whole case history 
in the War Department, of where the Russians ever paid back any 
money, Mr. Sacks, in redemption of any portion of the A M currency 
which the "y pure hased ¢ 

Mr. Sacks. The reason I am hesitating, Senator, is that after the 
plates were turned over to the Russians there has been some material 
that I have scanned in the files which indicates that we turned over 
currency to a number of our allies at that time. I don’t recall whether 
the Russians were among those or not, but in any event such amounts 
were quite small, and so except for that possibility, for which they 
might have paid us, I don’t know, we were not paid. 

Senator Munpr. But that currency which we turned over was a 
quite separate operation from the matter we are now investigating, 
which is the amount of money they printed from the plates. T he ques- 
tion was directed solely to that, the money that the “y printed from the 
plates. And did they ever make any partial accounting, or any partial 
payment at all, to redeem that ? 

Mr. Sacks. Not to my knowledge, Senator. 

Senator Munpr. As far as they were concerned, they were hitching 
a free hike into Germany, because they were not paying us anything 
for that particular portion of their Allied military m: eo 

Mr. Sacks. Well, I think I can say that they did not pay us, and the 
impact of that on the taxpayer and on the German csanaueed would 
rather stick to the statement that I have already made. 

Senator Munpr. Did you come across in your studies the part of the 
testimony, the part of the record in the files of the War Department 
where vou came to the Appropriations Committee of Congress for an 
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appropriation to take care of our portion of these re On COSLS, 
1 


which : —— was in the neighborhood of over $300 million? Do you 
recall t t figure, either o e of you, or that testimony 

Mr. Suuurz. When was that testimo Y, Senator ¢ 

Senator Munpr. This is in the archives of the Approp riations Com- 
mittee of Congress Did vou come aeross that? That gave our por- 


tion of the occupation ¢ ST ~and IJ wol lered if you had that available. 
I think 1t was $380 million. 

Mr. Suutrz. That $380 million figure, as I recall, Senator, repre- 
sented the total amount of excess cu rency that we had in Germany 


nad mn Japan. We had about 875 million worth of excess currency in 
dapan, and the 2 ng es, the 255 plus the 75 plus a few more inciden 


tal . made up tha fieure. 

Senator Munpr. ‘That accounts for the d screpancy between the $255 

illion and the S380 million 7 

Mr. Suvurrz. It involves other places. 

Senator Munpr. I wanted to get that clarification, because the ear- 
lier testimony was this involved about $255 million, and the figure in 
the archives of th Appropriations Committee was S380 million. But 
f the Japanese situation and maybe a few minor ones were in the 
same appropriation, that accounts Tor if 

Mr. Suuntrz. We had excesses in many other currencies 

Senator Munopr. It brines it back to the $255 million figure ? 

Mir. Suruurz. That is correct. 

Senator Munp1 I think that is all 

Mr. Suuurz. I would like to correct that. We did not ask for the 
money, actually. We yu t iIndieated the size ot the excess pos tion 
But the money was not xppropriated for this particular purpose. 

Senator Munpr. Thank you very much. 

Mr. Boll j is on his wav over in a cab, and at this point I would like 
{ read ito the reco | \ furthe clarifieation of the cost element the 

worn testimi ny of Howard C. Petersen, Assistant Se retary of Wat 
which he made at a previous session in the investigation of this sub- 
ject, which dealt primarily with the fiseal aspect His testimony was 
eiven on June 17, 1947, and reads as follows: 


The Armed Forces, through the operat 
necessarily became engaged in large-scale foreign exchange operations which 
nvolved the handling of over $11 billion. In making these transactions there 


ions of their finance offices overseas, 





umtlated substantial holdings of foreign currencies in excess of dollars ap- 
propriated by Congress which could properly be used for the conversion into 
dollars of these holdings All foreign currency, used by the Armed Forces for 
of troops or for local procurement, except in occupied areas, or other pur- 
poses authorized by Congress, was dollar backed. However, becaus currency 
controls which were feasible under combat and redeployment cor ait ms proved 
nadequate and because of other factors which I shall relate, foreign currencies 
total amount of $380 million were redeemed for dollars by Armed Force 

| nee Officers in excess of the dollars appropriated by Congress: Of this figure 
250 million were in marks. The conversion of local curreney into dollars 


ceased when the military payment certificate plan went into effect in September 
of 1946 
That corroborates the testimony we have just heard from Mr. 
Sacks and Mr. Shultz, and I thought that that extract from the previ- 
us hearings should be in the record at that point as supporting 
rhe committee will stand in recess for 5 or 6 minutes until Mr. 
I’s taxieab arrives. 


Bell’s 
(Brief recess. ) 
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Senator Munpr. Will you stand and be sworn, Mr. Bell? 

Do you solemnly swear that the testimony you are about to give will 
be the truth, the whole truth, and nothing but the truth, so help you 
God ? 


Mr. Beuu. I do. 


TESTIMONY OF DANIEL W. BELL, FORMERLY UNDER SECRETARY 
OF THE TREASURY 


Senator Munpr. You may be seated. 

l think if you will tell for the ree ord who you are, and what you are 
now doing, and what your former positions were with the Govern- 
ment, we will start from there. 

Mr. Beit. My name is Daniel W. Bell. At the present time I am 
president of the American Security & Trust Co. here in Washington. 

I entered the Treasury Department in 1911 as a clerk, and left 
December of 19 15. after hav Ing held several posit LOls, t he last of W hich 
was Under Secretaryship. 

Mr. LaVenia. In 1945 and 1944, you were the Under Secretary of 
the ‘Treasury; is that cor rect ¢ 

Mr. Bex. I was; yes, sir. 


Mr. LaVenra. And at that particular time, under the organization 
system, where various Under Secretaries and Assistant Secretaries 
were assigned to various bureaus and divisions within the Treasury, 


you, of course, were supervising the Bureau of Engraving and Print- 
ing as one of them; is that right ¢ 

Mr. Bet. 1 was; yes, sir. 

Mr. LAVenta. In that connection, Mr. Bell, you, of course, recall 
the negotiations with respect to the delivery of the printing plates 
for the printing of Allied military marks to the Russian Government ‘ 

Mr. Betu. I recall them; yes, sir. I don’t recall all of the details, 
because it has been a long time ago. 

Mr. LaVenta. Would you tell me, Mr. Bell, who in the Treasury 
Department participated in most of those negotiations ¢ 

Mr. Betxi. Well, I would say that I was in the most of them, and 
Mr. Hall, Director of the Bureau of Engraving and Printing, prob- 
ably was in a large part of them. There were other people, such as 
Mr. Harry White and some of his assistants. 

Now, there were various times when one was in, and other times 
when another one was in. 

Senator Munpr. Do you recall some of the assistants, Mr. Bell, as 
to who they were ¢ 

Mr. Betu. I think Mr. Taylor was in some of them, and whether 
Mr. Coe or Mr. Glasser were in the others, I really can’t recall. But 
I wouldn’t have been surprised if they had been, and, of course, the 
Secretary was in a good many of them. 

Mr. LaVenta. Mr. Bell, when you say Mr. Glasser, you mean Mr. 
Harold Glasser ? 

Mr. Betxi. That is right. 

Mr. LaVenta. And when you say Mr. White, you mean Harry Dex- 
ter White? 

Mr. Beti. That is right. 
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Mr. LaVenta. And when you say Mr. Coe, you mean Frank Coe? 

Mr. Betz. Yes. 

Mr. LaAVenta. Did you mention the names of any other people? 

Mr. Brix. There may have been representatives of the general 
counsel in the conferences from time to time, and I wouldn’t say 
that they were in all of them, but there probably were representatives 
— the general counsel, such as Mr. Luxford; and there may have 
been Mr. Aarons. I can’t recall. There may have been times when 
this subject was discussed before the Secretary’s staff meeting, which 
may have been composed of every Assistant Secretary around the 
Department. 

Senator Munpr. Let me ask you this: Did this general area of for- 
eign currency fall primarily in your department, in your section, or 
did they fall under another section ? 

Mr. Bett. Only the production of it. 

Senator Munpr. Whose general area of responsibility was this 
foreign currency 4 

Mr. Benn. Well, dealing with foreign matters, foreign financial 
matters, and in the liaison with the War Department and the State 
Department on these problems, that fell in Mr. White’s bailiwick, and 
I came into it incidentally, either in the production and through Mr. 
Hall—— 

Senator Munpr. At the policy level, it was primarily the responsi- 
bility of Mr. White and Mr. White’s mire in the Treasury ? 

Mr. Beix. Well, I would say the real policy level was at the Sec- 
retary ’s level. 

Senator Munpr. That is correct, but I mean in the breakdown of 
the assignments, because you were all working under the Secretary. 

Mr. Betx. I would say generally speaking it fell within his baili- 
wick; yes, sir. 

Mr. LaVenta. Mr. Bell, Mr. White participated in practically all 
of these negotiations, to the best of your knowledge: is that correct ? 

Mr. Bett. I would say “Yes,” for the most of them, and I wouldn’t 
say every conference. 

Mr. LaVenta. And his title was Assistant to the Secretary; was 
it not? 

Mr. Benw. I believe it was, about that time. He had 1 or 2 titles 
before that. 

Mr. LaVenta. In the main, he reported very often directly to the 
Secretary of the Treasury ? 

Mr. Bern. He reported directly to the Secretary; that is right. 

Mr. LaVenta. In addition to that, he traveled ‘about. the world 
with the Secretary of the Treasury, to your knowledge ? 

Mr. Bern. Many times the Secretary was going on foreign missions; 
ves, he took Mr. W hite with him. 

Mr. LaVenta. It was also reported to you that Mr. White also 
held conferences with the Soviet Ambassador, Gromyko; is that 
correct ¢ 

Mr. Bein. I don’t know of any specific instance where he held 
conference with the Russian Ambassador. In the nature of his work, 
it might have been possible, but I don’t know of any particular 
Instance. 

Mr. LaVenta. To your knowledge, he was thought very highly of 
by the Secretary of the Treasury; Mr. White was? 
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Mr. Betx. I think he was; yes, sir. 

Mr. LaVenta. And the Secretary had high regard for his judgment 
and his advice? 

Mr. Betu. I believe he did; yes, sir. 

Mr. LaVentia. Now, I would also like to discuss a little bit more 
the relationship between yourself and the Bureau of Engraving and 
Printing on this particular point. I believe in executive session you 
vave some testimony regarding your views, and the Director's views, 
that is. Mr. Hall. of the Bureau of Engraving and Printing, on the 
question of turning over the monetary plates to Russia for their use. 
Vould you please tell us briefly what your views were and what Mr. 
Hall’s views were? 

Mr. Beri. Well, Mr. Hall’s views were clearly set out, as I recall, 
in a rather long memorandum, and pointed out that this would be 
unusual to turn plates involving currency and securities over to an 
other party. The accountability would be rather difficult. In dis- 
cussing that matter with the Secretary, I concurred in those views. 
We both opposed the move up to the point that the decision was 
made, 

senator Mt NDT. I beheve the record shows that Mr. Hall prepared 
au memorandum which was submitted to you, and which you endorsed 
and initialed, and sent on upstairs to the Secretary’s office. 

Mr. Betx. Well, I am not sure that I initialed it, but I certainly 
endorsed the principles set out in there in the Secretary’s conference 
room. but I am not sure that I initialed the memorandum. 

Senator Munpr. One of the factors, I think you said, which im- 
pelled you to endorse Mr. Hall’s viewpoint and support it in the 
conferences, was the fact that when we lost control of the monetary 
plates, we lost all control of accountability, of the bookkeeping facili- 
ties, and there is no way in which you can get any accurate book- 
keeping tabulation exc ‘ept to take the word of the other fellow. 

That is not the way in which you normally let out those contracts 
for printing currency; is that about your position ? 

Mr. Beis. I think we said that it would make accountability more 
difficult, and that there was a danger of voiding the bond of the pri- 
vate printer we had used outside to do the job. 

Senator Munpr. In spite of your opposition, the decision was made 
to go ahead with this giving of the monetary plates, at which time I 
believe you told the committee that as one of your functions as an 
official of the Government, you prepared a memorandum to Mr. Hall 
repres enting the position of the Department of the Treasury, with 
which you associated yourself, but it was a decision that he should go 
ahead at triple speed and get these things printed ¢ 

Mr. Bex. The memorandum was prepared in my office, and I had 
counsel helping prepare it, but I signed the memorandum directing 
Mr. Hall, after the Secretary had made the decision, to proceed to 
get the plates and ship them to Russia with all of the necessary 
equipment and supplies; yes, sir. 

Senator Munpr. From that point forward, you had nothing to do 
with the transaction, and it was then a fait accompli? 

Mr. Beni. I was a career employee, and I could have my say up to 
a point, and when the decision was made by higher authorities it was 
my duty to carry it out, I felt. And Mr. Hall, I might say, was in 
the same position. He is a career employee, too. 
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Senator Munpr. Thank you very much, Mr. Bell. I would like to 
congratulate you on the steps that you did take, along with your 
associate or subordinate, whichever he was, Mr. Hall, in trying to stop 
this bizarre transaction, and even though you failed, efforts were 
devoted toward a valiant end, and we appreciate your testimony. 

Mr. Beix. Thank you very much. 

Mr. LaVenia. Mr. Bell, do you recall that on several occasions the 
Department was about to dispatch to Russia advice refusing the 
request and setting forth various reasons for refusing the request, but 
such dispatches did not ; vo out? Do you rec ‘all that ? 

Mr. Bexx. I recall that there was a draft of a communication pre- 
pared, and it set forth the reasons largely set out in Mr. Hall’s memo- 
randum as to why we couldn’t do it. But that draft of communica- 
tion was not approved, and I believe many conferences took place out- 

de of the Treasury on that subject after that was prepared, and 
the decision was otherwise made. 

Mr. LaVenia. I showed you one draft this morning prepared on 
March 8, 1944, wherein the Treasury Department is about to turn 
down the request of the Russian Government, and attached to it was a 
memorandum which read as follows: 

Discussed at a mecting with Mr. Bell and Mr. White, with the Secretary, on 
March 9, and it was decided not to send this cable but that the Secretary would 
discuss the matter orally with the Soviet Ambassador. 

Do you recall that, Mr. Bell? 

Mr. Bexx. I recall the draft of the communication, but I don’t re- 

call particularly the conference that you speak of, no; I do not. 

Senator Munpr. Did you recall the fact that the cable which was 
prepared, and was not sent, and this memorandum which was read 
to you this morning, which is an official memorandum, unsigned, was 
the type of office communication which was frequently made to make 
a record of these facts? 

Mr. Bretu. Yes, sir. 

Senator Munpr. Of course, you have no way of knowing what took 
place in any oral conference that you didn’t participate in, and we 
would not want you toe onjec ture on that. 

Mr. Betu. It was a long time ago, and I probably would not re- 
member the conversations if I had been present. 

Mr. LaVenta. Do you recall in each instance when a decision was 
xe it to be reached adverse to the Russian Government’s demands, 

hat it appeared to you that Mr. White, Harry Dexter White, wanted 
to keep those negotiations open for further consideration ? 

Mr. Brix. No, I don’t think that there was anything that led me 
to believe that he particularly wanted to keep them open. He may 
have done it in the conferences, but I don’t recall any particular in- 
stance. 

Senator Munpr. I think the phrase you used this morning, Mr. 
Bell, was while you and Mr. Hall were aloof to granting this request, 
you used the phrase, “Mr. White was aloof to turning it down,” and 
he we anted to keep the negotiations open to see whether there could 
not be some way worked out for meeting the Russian request. 

Mr. Bet. That is probably true, but as I still say, even with that 
t didn’t in any way arouse my suspicions; that I thought it was quite 
a natural thing to do in his contacts with various foreign govern- 
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ments, and I think that he may have gotten some of this attitude from 
other conferences and other departments, because everybody wanted 
unity of action. 

Senator Munpr. In your connections with Mr. White, I was not 
assuming that you looked at him with skepticism or had any doubt 
about his purpose, because you testified this morning also, in executive 
hearing, that never on any occasion had he given you any acute reason 
to be suspicious as far as patriotism was concerned. 

Mr. Betu. No, sir. 

Senator Munpr. But you did have the discussions which took place, 
and you and Mr. Hall presented your objections, and that Mr. White, 
to use your phrase, was aloof to closing the negotiations, and would 
say, “Well, let us kind of keep on trying here, and maybe something 
can be worked out. 

That was the extent, I believe, that you went in that regard. 

Mr. Beru. I think that I said that the memorandums and the rec- 
ords show that he was trying to do everything he could to keep the 
negotiations open for further consideration. 

Senator Munpr. That is right. 

Mr. Bex. But we interpreted that to mean it was part of his duty. 

Mr. LaVenta. Do you recall whether we delivered the printing 
plates also to the French Government or the British Government ¢ 

Mr. Betn. No, we did not. 

Mr. LaVenta. Do you recall whether they made any demands for 
the printing plates similar to the Russian Government’s demand ¢ 

Mr. Beti. Not that I recall; and I don’t believe they did. 

Mr. LaVenia. Those demands would have probably been made 
known to you? 

Mr. Bett. They would have been made known to the Treasury and 
I think they would have natur: ally come to my desk. 

Mr. LaVenta. Thank you. 

Senator Munpr. Thank you very much, Mr. Bell. That will be 
all. 

Will Mr. Harold Glasser come to the stand, please? Will you stand 
and be sworn? 

Do you solemnly swear the testimony you are about to give will be 
the truth. the whole truth. and nothing but the truth, so help vou God ? 

Mr. Guasser. I hope to God. 1 


TESTIMONY OF HAROLD GLASSER, ACCOMPANIED BY HIS COUNSEL, 
MILTON H. FRIEDMAN, NEW YORK, N. Y. 


Senator Munpr. You are accompanied by counsel, Mr. Glasser. 
Will the counsel please identify himself? 

Mr. Frrepman. Milton H. Friedman, F-r-i-e-d-m-a-n, 522 Fifth 
Avenue, New York. 

Mr. LaVenta. Mr. Glasser, in 1943 and 1944, where were you 
employed ? 

Mr. Guasser. In the Treasury Department. 

Mr. LaVenta. In what capacity ? 

Mr. Gasser. Assistant Director of the Division of Monetary 
Research. 


Mr. LaVenta. What were your duties in that capacity? 
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Mr. Guasser. I was an economist studying the economic and finan 
cial problems that came into the Division for study and action. 

Mr. LaVenta. You say you were an economist 4 

Mr. Guasser. That is right. 

Mr. LaVenta. In connection with your duties, did you also partici- 
pate in discussions of the various rates of exchange that were going 
to be made necessary in connection with the occupation of Amer ican 
armies toget her W ith the Allies? 

Mr. Guasser. In Germany, you mean ¢ 

Mr. LaVenia. Yes. 

Mr. Guasser. I believe I did, sir. 

Mr. LaVenta. Do you recall a meeting which you attended at 
which there were present representatives of the Soviet Union, your- 
self, Harry Dexter Wh te, and a Mr. Hoffman, and Mrs. Sonia Gold, 
n August of 1944? 

Mr. Guasser. I am sorry, I don’t recall a meeting of that kind. 

Mr. La VENIA. Do you recall in these meetings with the Various 
Mmoviet represe! tatives in and around the time of the delivery of the 
monetary plates, in discussions on the question of the rate of exchange, 
that it was very diflicult to arrive at any agreement with the Soviet 
representatives / 

Mr. Guasser. On the question of rate of exchange ? 

Mr. LaVenta. Yes: to be used by the Russians. 

Mr. Guasser. Well, the rate of exchange for Germany was one of 
those problems which involved a great number of departments, and 
n which there was oreat disagreement Among all economists is to 
what the United States Government’s policy was to be. Our problem 
on the rate of exchange for Germany was to get agreement within the 
United States Government before we would move for discussion with 
the British and the oe sians. My recollection is that the great dis- 
agreements were within the United States Government and with the 

sritish Government, a a that the decisions went up to the very highest 
echelons, and were finally decided at the highest echelons 

In our discussions, the ones in which I participated, the ‘v were di 
cussions of economists of the various ce partments o f the Unite cl States 
Government. 

Mr. LAVenta. Mr. Glasser, I have before me various memoranda 
of those conte rrences in whicl nvyou ap peal “asa conte ree, ans 1 t appeal 
from a reading of these memorandums that the Soviet re presents itives 
did not wish to discuss the rate of exch: ange in the occ upied areas, and 
that they had a constant reluctance to discuss it, and, as a matter of 
fact, it appears that they thought it was ridiculous to discuss a hai of 
exchange with aa ‘t tothe Allied milit ary mark; and io ag. when- 
ever the word “liability” appears, always mentioned with respect to 
the rate of exchange, the Russian representatives became horrified or 
they refused to discuss the matter further. Does that refresh your 
recollection ? 

Mr. Grasser. Your discussions—I would like to see those memo- 
randa, if I may, because [ am not recalling the discussions with the 
Russians on the question of the rate of exchange. 

Mr. LaVenta. One of these memorandums, to help you out 

Mr. Guasser. If I may just finish—however, my recollection is that 
they did not participate, and I can’t remember the meetings. But the 
view of the Russians was never available to us economists in the Gov- 
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ernment, so that, therefore, the question of our deciding on the rate 
of exchange with Germany, which was one of the most important 
questions in my field of work—we had to decide it on the basis of 
purely the United States interest, and we did not have available before 
us the view of the Russians. 

I would like to see the memo. 

Mr. LaVenta. You are entirely correct in saying you did not have 
before you the view of the Russians. These memoranda indicate 
that the representatives of the Soviet Government who attended con- 
ferences with you and others at your level in the Department, made 
it quite clear that they did not have the views of the Government, and 
they continued to say, “We will solicit the views of the Minister of 
Finance,” and they never were able to get the views to present them 
at the working level. 

Now, let me ask you this, Mr. Glasser: You of course also attended 
meetings of the ad hoc committee on financial planning; is that 
correct ¢ 

Mr. Guasser. I believe so. 

Mr. LaVenta. As a representative of the Treasury Department? 

Mr. Grasser. That is correct. 

Mr. LaVenia. At the time you attended those meetings, were you 
a member of the Communist Party ¢ 

Mr. Guasser. I refuse to answer that question on the ground it may 
tend to incriminate me. 

Mr. LaVenta. At the time you attended those meetings, were you 
engaged in Soviet espionage / 

Mr. Guasser. I refuse to answer that question on the ground it 
would tend to incriminate me. 

Mr. LaVenta. Would you say the views of a Communist would be 
opposed to those of the Union of Soviet Socialist Republics? 

Mr. Guasser. I refuse to answer that question on the ground it may 
tend to incriminate me. 

Mr. LaVenta. Mr. Glasser, concurrently with some of the times that 
you were amnplcipedt in the Treasury Department, were you also in con- 
tact with these other member or other employees of the Treasury De- 
partment: Sonia Gold ? 

Mr. Guasser. Excuse me. May I consult my attorney ? 

Are you stopping ? 

Mr. LaVenta. Iam waiting for the answer. 

(The witness conferred with his counsel.) 

Senator Munpr. Let the record show that the witness is consulting 
with his attorney and counsel. 

Mr. Grasser. Will you please repeat the question ? 

Mr. LaVenta. At the time you were employed in the Treasury 
Department, were the following-named persons concurrently em- 
ployed, either for a portion of that time or all of the time, and known 
to you: Sonia Gold? 

Mr. Guasser. Sonia Gold was employed in the Treasury Depart- 
ment concurrently, partly, with the time I was employed at the Treas- 
ury Department. 

Mr. LaVenta. Harry Dexter White? 

Mr. Guasser. Yes. 

Mr. LaVenta. Nathan Gregory Silvermaster ? 

Mr. Guasser. Excuse me, sir. 
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(Witness conferred with his counsel.) 

Mr. Grasser. My attorney suggests that the question isn’t clear. 
May I have the question read back again ? 

Senator Munpr. The question is very simple. The question is 
whether, at the time you were employed in the Treasury Department, 
Nathan Gregory Silvermaster was also employed in the Treasury 
Department. 

Mr. Guasser. I believe that is clear. I don’t remember whether 
Mr. Silvermaster was employed in the Treasury Department during 
that time, although it occurred to me after the executive committee 
meeting that he was employed in an auxiliary branch of the Procure- 
ment Division. 

Mr. LaVenta. V. Frank Coe? 

Mr. Guasser. For a time he was employed in the Treasury Depart- 
ment, during the same period I was employed there. 

Mr. LaVenta. William Ludwig Ullmann / 

Mr. Guasser. He was employed in the Treasury Department at 
times when I was there. 

Mr. LaVenta. William H. Taylor? 

Mr. Guasser. Yes, si 

Mr. LaVenta. Now, with respect to all of these people that have 
just been mentioned, were you engaged in espionage with those people 
against the United States? 

Mr. Guasser. I refuse to answer that question on the ground it may 
tend to incriminate me. 

Senator Munpr. You may be dismissed. 

The Chair would like to state that somebody has handed up a note, 
and maybe a reporter at nd maybe an interested Spectator, but appar- 
ently it is a rood point we would like to make clear in the record. 
That says the only distinction between the plates we used and those 
the Russians used was a minus sign in front of the serial number. 

Could not the Russians have deleted the minus sign from the plates 
and thus rendered impossib le distinguishing notes printed in Russia 
and those we printed, which is exactly what happened, I might add. 
That has not been brought out, and it should have been, but it was 
impossible to distinguish them, and that hyp hen disap pea red. 

Mr. LaVenta. It was brought out in executive session. 

Senator Munpr. I just wanted to have that in the record. 

We will call Mr. Coe. 

Do you solemnly swear the testimony you are about to give will be 
the truth, the whole truth, and nothing but the truth, so help you 
God ? 

Mr. Cor. I do. 


TESTIMONY OF V. FRANK COE, ACCOMPANIED BY HIS COUNSEL, 
MILTON H. FRIEDMAN, NEW YORK, N. Y. 


Senator Munpr. Are you represented by counsel, Mr. Coe? 

Mr. Cor. Yes. 

Senator Munpr. And it is the same Mr. Friedman who represented 
the preceding witness; is that correct ? 

Mr. Cor. That is correct, sir. 

Mr. LaVenta. Mr. Coe, where were you employed during the cal- 
endar years 1943 and 1944? 
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Mr. Cor. I was employed, as I recall, at the Foreign Economic 
Administration, and I would like to have the record clear that at 
and prior to the time when these plates were given over to the Rus- 
sians I was not in the Treasury Department. 

Mr. LaVenta. My question is, Where were you employed during 
1943 and 1944? You say that was what ? 

Mr. Cor. The Foreign Economic Administration. 

Mr. LaVenta. During that period of time you had for a period of 
time liaison with the Treasury Department / 

Mr. Cor. During that period of time, persons working for me, and 
myself, had occasion to consult the Treasury Department on official 
business. 

Mr. LaVenta. Did you consult with Harry Dexter White? 

Mr. Cor. Having in mind the purpose of this inquiry, I must say 
that I do not recall. 

Mr. LaVenta. The question was: Did you consult with Harry 
Dexter White? 

Mr. Cor. I intend to give a full answer to that. 

Mr. LaVenta. The answer is “yes” or “no”? 

Mr. Cor. I want to say that I had no discussion with anyone, so 
far as I recall, about the question of turning over the plates to the 
Russians. 

Mr. LaVenta. I request the witness be directed to answer the 
question. 

Senator Munpr. We are not asking you about the contents. We 
are asking whether you had discussions with Harry Dexter White, 
and you can amplify that if you want to after answering “yes” or 
“no,” but the question was: Did you have discussions with Harry 
Dexter White? 

Mr. Cor. Is this any time, or are you talking about a particular 
time? May I have the question ? 

Senator Munpr. 1943 and 1944. 

Mr. Cor. Mr. Chairman, I have previously refused to answer ques- 
tions about Mr. White and other persons who have been attacked, 
and I do so now, on the grounds of the protection afforded me by the 
fifth amendment. 

Senator Munpr. On the grounds that if you testify honestly in 
response to that, it may tend to incriminate you, and you plead the 
fifth amendment? Is that the ground of refusing to testify? 

Mr. Cor. I don’t know if you are commenting on my use of the 
privilege, Senator. I mean to say that the answer to that question 
might tend to give some evidence which might be used in prosecution 
against me. 

Senator Munpr. So you plead your right under the fifth amend- 
ment ¢ 

Mr. Cor. Yes, sir. 

Mr. LaVenta. In and about 1934, were you not teaching? 

Mr. Cor. In 1934; yes. 

Mr. LaVenta. You were then solicited to come to the Treasury 
Department; is that correct ? : 

Mr. Cor. In 1934 I joined the Treasury Department briefly, as a 
consultant. 


89357—53——-4 
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Mr. LaVenta. Who hired you to come to work for the Treasury 
De ‘partment ¢ 

Mr. Cor. ILwase mp love dinthe Office of the Secretar y; and I worked 
immediately under Prof. Jacob Feiner. 

Mr. LaVenta. Isn’t it a fact that Harry Dexter White interviewed 
you and was responsible for your coming to work for the Treasury 
De partme nt in 1934? 

Mr. Cor. It is a fact that Prof. Jacob Feiner interviewed me and 
invited me to come to the Treasury Department in 19384. I testified 

about this quite fu lly to this committee only a few weeks ago, and 
the ‘re is a record of that. 

Mr. LaVenta. What were some of your duties in 1943 and 1944 
which brow ight you in contact with various persons in the Treasury 
Department, such as Harry Dexter White and Harold Glasser ¢ 

Mr. Cor. In 1943 and 1944, I was in charge of an Office of Economic 
Programs in the Foreign Economic Administration. I was an As 

stant Administrator of that organization, and questions of imports 

d of exports, and financing of them, and certain postwar-planning 
jue stions were carried out by my oflice. 

Senator Munpr. In that capacity I suppose you had frequent oe- 
casion to confer with people in the Treasury Department; is that 
right ? 

Mr. Cor. I wouldn’t say ’ freque nt. We were separate and autono 
mous offices, but there were various interde ‘partments al committees set 
up on the financial positions of foreign countries, which were prob- 
lems of both agencies. 

Senator Munpr. You did have occasion to confer back and forth, 
so there was some kind of liaison between Treasury and the Foreign 
Economic Administration ? 

Mr. Cor. I couldn’t say without access to the records, Senator, 
whether it was frequent or infrequent. 

Senator Munpr. Were there any such conferences ? 

Mr. Cor. I have already testified to that effect, that there were 
contacts, official contacts. 

Senator Munpr. Did you attend any of those conferences ? 

Mr. Cor. Without being able to name one at this time, I am quite 
sure that I did. 

Senator Munpr. I would not expect you to recall specifically the 
occasion, but as an Assistant Administrator, I would assume you 
would have. 

Mr. Cor. That is right. 

Mr. LaVenta. Did you at any time, Mr. Coe, have anything to do 
with money plates delivered to Russia or paraphernalia in connection 
therewith, either before the initial delivery, at the time of the initial 
delivery, or deliveries after the initial delivery ? 

aa Cor. To make your record quite clear, I will break that down. 

s I have already testified, I have no recollection now of hi ving dis- 
aaa ‘had discussed with me the question of money plates for 
Germany aes to the time in 1944 when, from records I have now 
seen, those plates were delivered, and I have no recollection of play- 
ing any part in that decision. 

Senator Munpr. Would you want to say categorically, Mr. Coe, 
that you had no part in the decision and never participated in any 


( 
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cliscussions, or would you rather say to the best of your recollection you 
cannot recall such meetings ? 

Mr. Coe. I will consult. 

(The witness conferred with his counsel.) 

Mr. Cor. Mr. Chairman, my answer is to the best of my recollec- 
tion I had no part. 

Senator Munpr. You are not prepared to say categorically that 
you had no part in it? 

Mr. Cor. Well, I mean that you must realize 

Senator Munpr. There are some things a man knows for sure, 
and sometimes he might have to recall, and naturally if you have 
no recollection you should say that. If you are categorically positive 
that you never ‘hi ave, and there are no documents be: aring your name 
and you never sat in any conferences, then you can say that. I just 
want to let you say whatever you think you should in this connection. 

Mr. Cor. Senator, although I have not read the record of the pre- 
vious committees of the Congress which looked into this matter, I 
am aware that there is voluminous records there. I would assume, 
from my general knowledge of governmental affairs, that there are 

dozens, scores, hundreds, thousands, perhaps 6 tons of documents in 
the Government relating to this matter. 

Further, I am aware, from what I have heard is in the record of 
the previous committees which looked into this, that a great many 
people took part in this decision. I don’t want to make my statement 
other than it is, on the chance that there may be some odd document 
out of the hundreds and thousands that passed across my desk in 
those years, that I have forgotten about, which might show some 
distant relation. 

If you will permit me to finish—I do feel, however, sure enough 
about my recollection to state it as I do, and to include in that dis- 
cussions with all people. 

Senator Munpr. To the best of your recollection ? 

Mr. Cor. Yes, sir. 

Senator Munpr. You may proceed. 

Mr. LaVenta. After the delivery of the money plates, Mr. Coe, 
do you recall on May 31, 1945, preparing a me morandum requesting 
that additional dies for use of printing additional money marks be 
sent to the Russians at their request ? 

Mr. Cor. Yes, and perhaps this is a point to resume the answer to 
your question. 

Mr. LaVantA. The answer is “Yes”? 

Mr. Cor. I don’t think that I finished on the previous question, 
Mr. Counsel, and I broke the question down into two parts. 

One, before the delivery of the plates to Russia. Now, I wish to 
say that about 10 months after that time, after what I understand 
was the time when this delivery was made, I joined the Treasury De- 
partment, and I became Director of the Division of Monetary Re- 
search, which had certain technical responsibilities in the field of for- 
eign exchange and international money. While I served in that Divi- 
sion, which was a time of something over a year, a number of prob- 
lems certainly came to me concerning German marks, and people who 
worked with me dealt quite frequently with those problems. So that 
I come now to your second question, although I don’t recall the specific 
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instance which you mentioned, it may very well have happened that 
could I see the letter? 

Mr. LaVenta. It is the same one shown to you in executive session 
this morning with your initial on it. [Document handed to the 
witness. | 

Mr. Cor. MryChairman, I see here a photostat of a memorandum, of 
what purports to be a memorandum from myself to Mr. Daniel W. 

sell, who was then the Under Secretary of the Treasury, with initials 
by myself, stating that the Russians want some dies to help print 
some marks, and that they want them under the same conditions as 
previously. In other words, they don’t want to pay forthem. And I 
recommended that they be requested to pay for them. I have no 
reason to doubt that this is a memorandum—— 

Senator Munpr. That is the memorandum which you wrote, and 
those initials are yours? 

Mr. Cor. I don’t recall it, but I have no reason to doubt 

Senator Munpr. At the time you wrote that memorandum, Mr. 
Coe, were you a member of the Communist Party, serving in the 
underground in the Treasury Department ? 

Mr. Cor. As I told you in executive session, Mr. Chairman, I object 
to a congressional committee inquiring into my or any one else’s poli- 
tical beliefs or affiliations. 

Senator Me: NDT. Having re oiste red your objection, now will you 
answer the question ? 

Mr. Cor. I beg your pardon? 

Senstor Munpr. Having registered your objection, which is in the 
record, Wi il you now answer the question: At the time that you wrote 
that memorandum, recommending the request be granted that the 
Russians had made, were you then a member of the Communist Party 
serving in their underground web in the Treasury Department? 

Mr. Cor. I previously, I suppose about five times, declined to state 
and decline to answer that question before this committee, on the 
cerounds, first, of the first amendment, and second, the fifth amend- 
ment of the Constitution. 

Senator Munpr. We cannot accept your grounds under the first 
amendment. This has nothing to do with your political activities. 
This has something to do with possible espionage activities. You do 
Saea recourse to the fifth amendment, if your objection is couched in 
the terms that to answer the question honestly would tend to incrimi- 
nate you. You have the right to plead that under the fifth 
amendment. 

Now, is that your plea, or is it not? 

Mr. Cor. I decline to answer that question on the ground that to 
answer might tend to incriminate me. 

Senator Munpr. Then your answer to the question you may make 
again, and I will ask you the specific original question: At the time 
you wrote the memorandum in question, which is now part of the 
record, were you then a part of the Communist underground appara- 
tus functioning in the een of the Treasury? You can deny 
that if you care to, and you car admit it if you want to, or you can 
resort to the fifth amendment. There are three things you can do. 

Mr. Cor. At what time? 

Senator Munpr. At the time you wrote the memorandum in ques- 
tion. 
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Mr. Cor. In 1945. Mr. Chairman, under the protection afforded me 
by the fifth amendment, I respectfully decline to answer that question. 

Senator Munpr. At the time that you wrote that memorandum, 
were you engaged in espionage activities in behalf of the Soviet Gov- 
ernment ¢ 

Mr. Cor. Senator, in view of the fact that you refer so frequently 
to this memorandum, I wonder whether the committee would put it in 
the record ¢ 
Senator Munpr. Yes, it will go into the record. 

Mr. Cor. Yes, because I frankly saw no reason to disavow the mem- 
‘andum. 

Senator Munpr. We will put it in the record. 

(The document referred to above was marked “Exhibit No. 1 (a)” 
and will be found in the appendix on p. 44. The document attached 
to this exhibit was marked “Exhibit No. 1 (b)” and will be found in 
the appendix on p. 44). 

Mr. Cor. Now, Mr. Chairman, I respectfully, under the protection 
of the fifth amendment, decline to answer the question. 

Mr. LaVenta. Mr. Coe, in 1943, 1944, and 1945, were you acquainted 
with Harold Glasser ? 

Mr. Cor. I will consult counsel. 

(The witness conferred with his counsel.) 

Mr. Cor. Mr. Chairman, under the protection of the fifth amend- 
ment, I respectfully decline to answer that question. 

Mr. LaVenta. In 1943, 1944, and 1945, were you acquainted with 
Nathan Gregory Silvermaster ¢ 

Mr. Cor. Again, under the protection of the fifth amendment, I 
respectfully decline to answer that question, which I believe I have 
already declined to answer before this committee. 

Mr. LaVenta. During those same years, were you acquainted with 
Elizabeth R. Bentley ? 

Mr. Cor. Under the protection of the fifth amendment, and in ac- 
cord with previous discussions, and in accord with previous testimony, 
of which 1 am sure you know, I respectfully decline to answer that 
question. 

Mr. LaVenia. During the same years, were you acquainted with 
William Ludwig Ullmann ? 

Mr. Cor. Respectfully, under the protection of the fifth amend- 
ment, I decline to answer that question. 

Senator Munpr. Were you engaged in espionage activities at any 
time during your employment with the Government with the men 
whose names have just been read to you? Is the question clear? 

Mr. Cor. Yes. I was just thinking, Senator, just wondering 
whether I had really been called here to answer any questions about 
the delivery of some plates to Russia. 

Senator Munpr. You have been called here, Mr. Coe, to answer 
questions propounded to you by the committee, and so far you have 
not been very responsive. But we would like to know whether you 
have been engaged in espionage activities with the men whose names 
have just been read to you. We will proceed as we go along, but | 
want the answer to that question now. 

Mr. Cor. Well, I think in view of the—— 

Senator Munpr. You can answer that question yes or no or you may 
have recourse to the fifth amendment. , 


0 
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Mr. Cor. I suppose it is not out of order, Senator, is it, for me 
to comment that this is the second or third or fifth time—— 

Senator Munpr. We just want you to answer that question at the 
moment. You have been respect fully asked the question, and here is 
a witness under sub ypena, and wee xpect him to be responsive. 

Mr. Cor. Respectfully, under the protection of the fifth amendment, 
I decline to answer the question. I do think that I should point 
out- 

Senator Munptr. Mr. Coe— 

Mr. Cor. This is about the fifth time I have come here to face 
charges, and that when I get here I find that the charges which have 
been broadcast in the newspapers are hot made, and I am given almost 
ho opportunity to testify about it. 

Senator Munpt. I sup pose one of the difficulties is you are very 
reluctant to answer the preliminary questions necessary to qualify 
a witness before this committee. If you would start out a httl 
differently and respond, I think we would get further 

Let me ask you this question, sir: Are you now a member of the 
Communist —— 


Mr. Cor. | rey) under the grounds of the protection af 
forded me by grid first and fifth amendments to the Constitution, 


decline to answer that etitiin. 

Senator Munpr. Are you now engaged in espionage activitie 
against the United States? 

Mr. Cor. No. 

Senator Munpr. You testified in the negative the last time you were 
before this committee. 

Mr. Cor. Yes, sit 

Senator Munpr. As your testimony now stands before us, you testi 
fied categorically that you are not now engaged in e spioni we activities 
against the United States, but you take recourse to the fifth amend- 
ment when asked the same question concerning your activities at the 
time you were employed in the Department of the Treasury. 

Mr. Cor. As you know, a full record of all of these questions has 
just been published, because the same ground was covered by your 
committee a few weeks ago. 

Senator Munpt. The record will speak for itself. 

That is all, Mr. Coe, for the present. 

The committee will stand in recess until 11 o’clock tomorrow morn- 
ing, when we will resume public hearings. 

(Whereupon, at 3:45 p. m., the hearing was recessed until 11 a. m. 
Wednesday, October 21, 1953.) 
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UNITED STATES SENATE, 
SUBCOMMITTEE ON GOVERNMENT OPERATIONS ABROAD 
OF THE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met (pursuant to S. Res. 40, agreed to January 
30,1953) at ll a.m., in room 3518 of the Senate Office Building, Senator 
Karl E. Mundt (chairman) presiding. 

Present: Senator Karl f. Mundt, Republican, South Dakota; Sena- 
tor Joseph R. MeCarthy, Republican, Wisconsin. 

Present also the following from the staff of the Permanent Sub- 
committee on Investigations: Roy M. Cohn, chief counsel; Francis 
I. Carr, executive director; Thomas W. LaVenia, assistant counsel; 
Herbert S. Hawkins, investigator; Ruth Y. Watt, chief clerk; and 
also Robert L. Jones, executive assistant to Senator Potter. ‘ 

Senator Munpr. Our first witness this morning will be Miss Eliza- 
beth Bentley. 

Will you stand, Miss Bentley, and be sworn? 

Do you solemnly swear the testimony you are about to give is the 
truth, the whole truth, and nothing but the truth, so help you God # 

Miss Bentiey. I do. 

Senator Munpr. Mr. Counsel, you may interrogate Miss Bentley. 

Mr. LaVenta. Miss Bentley, we are inquiring into certain activities 
that occurred in late 1943 and in early 1944 with respect to certain 
matters of which you have knowledge. Will you please tell us, at 
about that time, what were your particular assignments with respect 
to Communist espionage in the United States ¢ 


TESTIMONY OF ELIZABETH BENTLEY 


Miss Bentiey. Well, I would say that my activity at that point was 
principally that of a courier, delivering instructions from the higher- 
up Russian espionage agents to groups of spies in Washington and to 
numerous individuals engaged in the same function. 

Mr. LaVenta. Those instructions were relayed to you in the United 
States from persons who had received them from Moscow ¢ 

Miss Bentiey. That is correct, yes. I relayed the instructions; 
and my other function was to collect information and to bring it back 
to my Russian contact. 

Mr. LaVenia. And the information you brought back, of course, 
was relayed to Moscow. Is that correct ? 

Miss Bentiey. Yes, that is correct. 


no 
1 
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Senator Munpr. At that particular time, may I inquire who your 


Russian contact was? I realize that they had party names and things 
of that type. But at one time, as I recall from your previous testl 
mony before a committee of which I was a member, Jacob Golos was 
your contact ¢ 

' Miss Bentiey. Well, Jacob Golos was my superior in the intelli- 
gence service until kis death. After that he was succeeded by an 
individual known only as Bill. 

Senator Munpr. You were introduced to Bill by some other Com 
munist functionary ; is that rieht ? 

Miss Bentiey. By a link in the Soviet apparatus. It was a girl. 
Her name was Katherine. That is, that was her code name. 

Senator Munpr. She introduced you to Bill, and from that time 
on you took your Russian instructions from Bill 

Miss Bentriey. That is correct; yes. 

Senator Munpr. The Chair would like to announce for the record 
that Mr. Bob Jones, of Senator Potter's oflice, is here attending the 
hearings in lieu of Senator Potter, who was unable to come. I would 
like to have that in the record. 

Mr. LaVenta. Miss Bentley, in late 1943 or 1944, did you receive 
instructions from this gentleman you described as Bill regarding 
certain currency ¢ 

Miss Bentiey. Yes, I received instructions from Bill that the Rus- 
slans were very much interested in American occupation currency for 
Germany in the event that we won the war, and I was asked to contact 
Gregory Silvermaster, who was head of the Silvermaster group, and 
Ludwig Ullman, and to put pressure on Mr, White in the Treasury 
to procure samples of this occupation currency. 

Senator Munpr. Let me see if I have this picture right, now. We 
have an abundance of testimony before path committee that at this 
time the Russians were operating diplomatically and through official 
channels - an effort to secure the loan of the American monetary 
plates for the Russian Government for the purpose of manufacturing 
and printing their own currency, for which they would not be account- 
able and of which no record ae | be made. 

Now, as I take it, you had no part in these over-the-table negotia 
tions, which may have been offic alt diplomatic ? 

Miss Bentixy. No, I had nothing to do with the diplomatic service 
whatsoever. 

Senator Munpr. You were operating independently at that time 
through the underground apparatus attempting to achieve this same 
end, through getting these marks or these plates or these samples so 
that if necessary, and if the negotiations failed, they would have 
recourse to this other avenue of getting the money: is that right ? 

Miss Bentiey. I would presume so; yes. As I ‘said, I know noth- 
ing about.the diplomatic end. I only know that I received instruc- 
tions from the Russians th: at they did want samples of the occupation 
currency. 

Senator Munpr. You may proceed. 

Mr. LaVenta. You mentioned that you were going to work with 
the Silvermaster group. Do you mean Nathan Gregory Silver- 
master / 

Miss BENTLEY Yes. He used the name of Gregory. I believe his 
first name was Nathan; yes. ; 
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Mr. LaVenta. Now, had you operated with them on past occasions 

Miss Bentiey. Yes; I did. I worked with Mrs. Silvermaster and 
Mr. Silvermaster and Mel Ullmann, who lived with them. 

Mr. LaVenta. Were there any other members of the group ¢ 

Miss Bentiey. Yes; there were a number of other members of the 
group. Would you like me to list them ? 

Mr. LAVENIA. Well, how about Harold Glasser ¢ Was he a mem 
ber of that group? 

Miss Bentriey. No; he was a member of what we called the Perlo 
group, the other group. 

Mr. LaVenta. V. Frank Coe? 

Miss Bentiey. He was a member of the Silvermaster group; yes. 

Mr. LaVenta. Now, you received instructions to get samples of the 
Allied military mark currency of all denominations ? 

Miss Benriey. I was asked to get samples. They didn’t specify 
denominations. And they said, «American occupation marks.” 

Mr. LaVenta. Now, did you go and relay those instructions ? 

Miss Bentiey. Yes; I did. 

Mr. LaVenta. Where did you go to do that ? 

Miss Bentiey. To the home of Mr. Silvermaster. 

Mr. LaVenta. Who lived in that home? 

Miss Bentiey. Mr. and Mrs. Silvermaster and Mr. Ullmann. 

Mr. LaVenta. Is that William Ludwig Ullmann? 

Miss Bentriry. That is correct; yes. 

Mr. LaVenta. At that time, what was William Ludwig Ullmann 
doing ¢ 

Miss Bentiey. At that point Mr. Ullmann was in the Air Corps, 
-_ he was stationed in ” Pentagon. 

LAVenia. He n officer 

Mic BENTLEY. Tons i“ was. 

Mr. LaVenta. What did you tell the people at that meeting‘ 

Miss Bentiey. I relayed t instructions from Bill that the Rus- 
sians were interested in jae rican occupation marks, and asked them 
to get samples. 

Mr. LaVenta. I see. 

Now. you say Gregory Silvermaster—We have asked you if it is 
Nathan Gregory Silvermaster. Is Mr. Silvermaster in the room? 

Miss Benriey. Yes. I saw him. 

Mr. LaVenia. What happer ned after you relayed the instructions 

Miss Bentiey. I can’t remember whether it was the next meeting 
2 weeks later, or the next after that, but I believe it was Mr. Ull 
mann who produced 2 or 3 samples of occupation marks, which 
he gave to me wrapped in a newspaper. He informed me that they 
were very valuable, and they must be returned before they were 
missed: that we could only borrow them to photogr: aph them. 

Mr. LaVenta. Where were these samples of occupation currency 
delivered to you? 

Miss Bentieyr. In the Silvermaster home. 

Mr. LaVenta. Where had they been procured ¢ 

Miss Bentiey. They had been procured from the Treasury. 

Mr. LaVenta. Do you know from whom in the Treasury they had 
been procured ? 
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Miss Benviry. It was my understanding that they came from 
Mr. White's office. 

Mr. LaVenta. That is Harry Dexter White? 

Miss Bentiey. Yes. 

Mr. LaVent. The contact with Harry Dexter White was made in 
What manner ¢ 

Miss Benriey. In my understanding it was at different times. It 
was made in various manners, sometimes through Mr. Ullmann. 
Later on. I believe through Mrs. Sonia Gold, who had become I think 
a second secretary to Mr. White. 

Mr. LaVenia. Your instructions, however, were not to contact 
White directly; is that correct ? 

Miss. Ben rl ry. No: that was done because of Mr. White’s desire not 
to be contacted directly. 

Mr. LaVenia. Do you know what position Harry Dexter White 

eld in the Treasury Department at that time? 

Miss Bentiey. Yes; he was second in charge. I believe we call 
Under Secretary. 

Mr. LaVenia. You mean a Special Assistant to the Secretary of the 
‘Treasury ? 

Miss Bentiey. My understanding is that he was the next in charge 
ifter Mr. Morgenthau. Would that he a Special Assistant? 

LaVenia. He was Special Assistant to the Secretary. 

Now, after you delivered the notes to Ullmann in Silvermaster’s 
home, what happened ¢ 

Miss Bentiey. You mean after I returned them? 

Mr. LaVenia. After you procured the notes. I am sorry. 

Miss Benriey. I took them to New York and delivered them to 
mv Soviet contact, Bill. 

Mr. LaVenta. What was the next step ¢ 

Miss Bentiey. Well, either the next meeting or the one after that, 
which would make it either 2 weeks or a month, they were returned 
to me, with the comment that they were unable to photograph them 
so that they would be useful, and that therefore we must ask the 
Silvermasters to put pressure on Mr. White to turn over the plates 
for making the marks to the Russians. 

Mr. LaVenia. Do I understand your testimony to be that after 
you had delivered these notes to Bill, your Russian ¢ ont: ict, he returned 
them to you and stated that they could not photogr: aph them, and 
that you were to have word passed on to Harry Dexter White to do 
everything possible to make sure that the printing plates for that 

ume currency were delivered to the Soviet Union? Is that correct? 

ies Bentiey. That is correct; yes. 

Senator Munpr. Your assignment then was changed from pro- 
curing the notes, which you had already procured and delivered, and 
from which they apparently were not able to make satisfac tory photo- 
graphs so that they could duplicate them as they had intended, to 
getting the plates themselves, or getting the pressure on Mr. White 
to have the - ites delivered to the Russians? 

Miss Bentiey. Yes. That is correct. 

Mr. LaVenta. Miss Bentley, when you were given your original 
instructions from Bill, your Russian contact, was there : any indication 
given to you why Bill wanted copies of the currency ? 
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Miss Bentriey. Not in so many words, but it was implicit in it. 
Obviously you would not want occupation currency unless you could 
use it for counterfeiting. 

Mr. LaVenia. Do | understand that from your conversation with 
him there was no doubt in your mind that the reason he wanted 
samples was for forgery or counterfeiting purposes if necessary / 

Miss Benriey. No; there was no doubt in my mind at all. 

Mr. LaVenia. There was no doubt in your mind about that. 

Senator Munpr. When you asked Mr. Silvermaster to make the 
contact with Mr. White to get those, did you indicate to Mr. Silver- 
master what the purpose of it was ¢ 

Miss Bentiey. It was not necessary to. Again it was under- 
standable. 

Senator Munpr. Mr. Silvermaster was the head of that particu- 
lar ring? 

Miss Benriey. Yes; we considered him the head of that particu- 
lar group. 

Senator Munpr. Did you know Harry Dexter White personally? 

Miss Bentriey. No; I did not. 

Senator Munpr. What was the information that you had on Mr. 
Harry Dexter White? 

Miss Bentiey. According to Mr. Silvermaster, during the thirties 
Mr. White had been connected with another Soviet espionage ring, a 
top member of which had, as they called it, “turned sour,” that is, 
turned traitor; and, as a result, Mr. White had been out of circula- 
tion, had not contributed to espionage for, oh, 2 or 3 years, I guess. 
As a result of this experience, he was understandably very nervous, 
and he did not wish to know where his information was going or to 
be directly connected with anyone who was carrying it. 

Senator Munpr. The Chair would like to state here that the testi- 
mony already in the record in the public files discloses that Mr. White 
was a member of the Communist apparatus for which Mr. Whittaker 
Chambers was the functionary or the courier, whatever the proper 
term is to use, and Mr. Chambers has testified, of course, on the White 
thing in full, and Whittaker Chambers was undoubtedly the man re- 
ferred to who had “turned sour.” Because he told us after he had 
turned sour, which, from our standpoint, would certainly not be the 
proper phrase, because he had turned patriotic, turned American, he 
endeavored, as the testimony shows, to get Mr. White to make the 
break. 

Did you know Nathan Gregory Silvermaster personally ? 

Miss Bentiey. Oh, yes. 

Senator Munpr. You knew him as a Communist agent ? 

Miss Bentiey. Oh, yes 

Senator Munpr. He was under your discip line, and you in turn got 
vor orders either from Golos or this Communist functionary called 


Bill? 


Miss Bentiey. Yes, that is correct, as far as he is concerned. 

Ssnator Munpr. Did you know William Ludwig Ullmann per- 
sonally ? 

Miss Bentiey. Yes, I did. 

Senator Munpr. Ba oa know him as a Communist functionary ? 

Miss Bentiry. Yes, I did. 


Senator Munpr. Was he a member of the Ullmann ring? 
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M Ss Bi NTLEY. He Was a membet ol what we called the Sliver 
master ring, because we considered Mr. Silvermaster the head of it. 
Senator Munpr. Silvermaster was the top, and Ullmann, who lived 


vith him, was an assistant ? 

Miss BENTLEY. Yes, more ol le 3 of an assistant. 

Senator Munpr. Did you know Mr. Harold Glasser / 

Miss Benriey. Not personally, no. 

Senator Munpr. Did you hi ive any connection with him, or was he 
a member of any of the Communist rings you contac ted ? 

Miss Benriey. He was a member of what we called the Perlo ring, 
by ise Mr. Victor Perlo we considered the head of it, and he passed 
on information via Mr. Perlo, Mr. Chambers, and some of the other 
members of the group. 

Senator Munpr. Did you know Mr. V. Frank Coe? 

Miss Benriey. Not personally; no. He was a member of the 
siivermaster group. 

Senator Munpr. You knew him in that capacity, through your 
contacts with Silvermaster, although you did _ not know him 


personally ¢ 

Miss Benriey. That is correct; yes. 

Senator Munpr. Did there come a time in the orders that you got 
from oe scow which were relayed to you by Bill when the orders of 
the instructions or the pressure which was exerted upon you changed 


a third time? You have testified that the first instructions were to 
get some sample marks, which you did, which you delivered, which 
they found unsatisfactory, which they returned to you, which you 
returned to Mr. Silvermaster, and which he presumably returned back 
to Mr. White. And then you were told to put pressure through Sil- 
vermaster on White to have the plates themselves delivered ; that he 
should use his position for that purpose. And you proceeded to con- 

Mr. Silvermaster, if I understand your testimony correctly, exert 
ing such pressure and giving such orders. Did there come a time 
when that pressure and that particular assignment which you were 
given seemed to be less important, and they apparently had achieved 
diplomatically what you were expected to do through the espionage 


Miss Bentiey. Well, for a while I was to remind Mr. Silvermaster 
forcibly of this assignment, and then there came a time when such 
instructions no longer came through, so I took it for granted that 
the objective had been attained 

Senator Munpr. That was about the time, apparently, when the 
official diplomatic decision was made and the objective had been 

chieved through salesmanship on the part of the Russian top offi 

cials and their negotiators, and they did not have to get it as a result 
of the subversive apparatus, and you were given some other assign- 
ment at that time? 

Miss Bentriey. I was not supposed to get the plates myself and 
carry them back. The pressure was merely on Mr. White to induce 
the Treasury to officially give the plates to the Russians. It was not 
kidnaping imate. so to speak. 

Senator Munpr. That is right. Silvermaster was to induce him to 
exercise his influence and use his power as the Assistant Secretary to 
do the thing, as you say, officially ? 

Miss Bentiey. That is correct; ves. 
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Senator Munpr. Did you know this contact of yours from Russia 
by any other name than Bill ? 

Miss Benriry. No; I didn’t. That was his code name. 

Senator Munpr. Was it the practice in those days of your career 
to know your contacts by code names rather than by official names? 

Miss Bentiey. Yes. When you worked in the espionage service, 
the man above you, you always knew by a code name, and you knew 
next to nothing about him. 

Senator Munpr. Can you give us some description of this man, Bill? 

Miss Bentitey. Yes. I would say he was around 5 foot 9 or 10, 
possibly. He had dark hair, the kind with a widow’s peak, the type 
of hair that does not stay put and is continually falling over your eyes 
He had very dark, very deep-set eyes, a rather full mouth, high cheek 
bones. I would say he was definitely a Slavic type. He might not 
have been a Russian, proper. He might have been a Ukrainian. He 
had an accent which sounded more or less in that direction. He was 
« Very snappy dresser, overdressed, in a way. 

Mr. LaVenta. Mr. Chairman, we have taken in executive session 
considerable exhibits showing the participation in diplomatic nego- 
tiations for the delivery of plates for printing Allied military marks 
to the Russian Government, showing that participants on behalf of 
the United States Government were Harry Dexter White, William 
Ludwig Ullmann, Harold Glasser, and V. Frank Coe. And I would 
like a direction now that these exhibits be made part of the recoril. 

Senator Munpr. They will be properly marked and included in the 
record of the hearing. 

(The documents referred te above were marked “Exhibits Nos. 
2-25” and will be found in the appendix on pp. 45-58, with the excep- 
tion of Exhibits Nos. 4, 14, 16, 18, 20, and 21, which may be found in 
the files of the subcommittee. A brief description of the exhibits 
retained in the files of the subcommittee will be found in the appendix 
on p. 59.) 

You may step down for the moment, Miss Bentley, and take a seat 
there in one of the chairs right back of you. 

Is Mr. Nathan Gregory Silvermaster in the room? 

Mr. Forer. Senator, may we have instructions that no pictures be 
taken of the witness? 

Senator Munpr. The pictures may be taken, if you prefer, before 
the witness testifies. Then they will not interrupt you. 

Mr. Forer. It has been the general practice of the chairman of the 
full committee to accede to a request that no pictures be taken in the 
hearing room. 

Senator Munpr. That is right. 

I say pictures will be taken now, so that they will not interfere with 
your testimony. 

Mr. Forer. Would you instruct the motion-picture cameras? 

Senator Munpr. Sit down, Mr. Silvermaster, until the photogra- 
phers are finished, and then we will not have them interrupt you. 

Now, do you solemnly swear that the testimony you are about to give 
is the truth, the whole truth, and nothing but the truth, so help you 
God ? 

Mr. Strvermaster. I do, sir. 

Senator Munpr. And will you identify your counsel or have him 
identify himself? 
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Mr. Forer. Joseph Forer, of Washington, D. C. 

Senator Munpr. Miss Bentley, will you come forward ¢ 

Is this the Nathan Gregory Silvermaster that you have been re- 
ferring to in the course of the testimony ? 

Miss Bentiey. Yes, that is Mr. Silvermaster. 

Mr. Forer. Mr. Chairman, may I point out that they are still taking 
pictures in violation of instructions ? 

Senator Munpr. It is all right. The camera is turned on us. 

Mr. Forer. I saw it turned on us, and the light is still shining in 
our eves. 

Senator Munpr. I will direct the photographers not to turn the 
cameras or lights on Mr. Forer or Mr. Silvermaster. 

Mr. ForeR. Now we Cah see. 


TESTIMONY OF NATHAN GREGORY SILVERMASTER (ACCOM- 
PANIED BY HIS COUNSEL, JOSEPH FORER) 


Mr. LaVenta. Mr. Silvermaster, you have been present in this room 
Ul through the public hearings of yesterday and through Miss Bent- 
ley’s testimony; Is that correct ¢ 

Mr. SinvermMaster. That is correct. 

Senator Munpr. Let us get a little background, first, on Mr. Silver- 
master. For the record, will you tell us when and where you were 
born ¢ 2 

Mr. SitvermMaAstrer. I was born in Russia in 1898 in the city of 
Odessa. . 

Senator Munpr. Odessa, Russia. Thank you. 

And what was your first position with the United States Govern- 
ment ¢ 

Mr. SitverMaAstTer. With the Resettlement Administration. 

Senator Munpr. When did you come with the Resettlement Ad- 
ministration ? 

Mr. Sitvermaster. In 1935. 

Senator Munpr. And how long did you hold that position 4 

Mr. Sutvermaster. Oh, for 2 years or so. 

Senator Munpr. That would take it up to about 1937? 

Mr. SttverMaAsTerR. 1937 or 1938, approximately. 

Senator Munpr. And what did you then do? 

Mr. Strvermaster. Then I was with the Maritime Labor Board. 
Senator Munpr. You were with the Maritime Labor Board starting 
1937 or 1938, until what time ? 
Mr. St.vermaster. Until about 1938 or 1939. 

Senator Munpr. For about 2 years? 

Mr. Sitvermaster. No, for about a year. 

Senator Munpr. What was your ne xt position ? 

Mr. Strvermaster. I went back to Resettlement. which | y then was 
renamed Farm Security Administration, in the Department of Agri- 
culture, 

Senator Munpr. Farm Security Administration in the Department 
of Agriculture. And how long did you stay with the Farm Security 
Administration ? 

Mr. Strvermaster. Oh, until about 1944. 

Senator Munpr. Until about 1944? 

Mr. Strvermaster. About the latter part of 1944. 


i 
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Senator Munpr. What was your next position ? 

Mr. StrvermasterR. Then I was with the Procurement Division of 
the Treasury, the Office of Surplus Property of the Procurement Divi- 
sion of the Treasury Department. 

Senator Munpr. And you were with the Treasury Department how 
long? 

Mr. StrvermAster. For—I don’t recall. For about 5 months or 
so; when the Division was transferred to the Commerce Department. 

Senator Munpr. Did you go with the Division to the Commerce 
Department ? 

Mr. Strvermaster. To the Commerce Department, the Office of Sur- 
plus Property of the Commerce Department. 

Senator Munpr. Who was Secretary of Commerce? 

Mr. SttvermMaAsrer. Mr. Wallace at the time. 

Senator Munpr. Mr. Henry A. Wallace? 

Mr. SurvermMaster. Mr. Wallace. 

Senator Munpr. And you stayed with that Commerce Department 
Division until what time? 

Mr. Sttvermaster. Then there was another transfer soon after, I 
believe within a matter of 5 months or so, a transfer to the Reconstruc- 
tion Finance Corporation, of the Surplus Property Division of the 
Commerce Department. 

Senator Munpt. And you went with the Division, then, to the 
Reconstruction Finance Corporation ¢ 

Mr. SttverMasTer. The Reconstruction Finance Corporation. 

Senator Munpr. And how long did you stay with them? 

Mr. Sritvermaster. And then the thing was reorganized into an 
independent agency, the War Assets Administration, and I was with 
them, I believe, until 1946. 

Senator Munpr. And where did you transfer to then? 

Mr. SitverMaster. I resigned. 

Senator Munpr. You left the Government in 1946? 

Mr. Sttvermaster. I left the Government service. 

Senator Munpr. You are not now with the Government ? 

Mr. SitverMAstTeR. No. 

Senator Munpr. Are you presently employed, Mr. Silvermaster ? 

Mr. Strvermaster. Self-employed. 

Senator Munpr. You may proceed. 

Mr. LaVenta. Mr. Silvermaster, are you acquainted with or were 
you acquainted with Harry Dexter White ? 

Mr. SILVERMASTER. Yes. 

Mr. LaVenta. Were you acquainted with him in 1943 and 1944? 

Mr. SmLverMasterR. Yes. 

My. LaVenia. Now, you have heard Miss Bentley’s testimony. 

Do you deny any portion of her testimony ? 

Mr. Sitvermaster. I refuse to answer this question, on the grounds 
of the privilege under the fifth amendment. 

Mr. LaVenta. You refuse to answer under the fifth amendment? 

Mr. SttvermMAster. That is right. 

Mr. LaVentia. Is that on the grounds that a truthful answer would 
incriminate you ¢ 

Mr. StiverMaster. That is on the grounds that I refuse to answer 
under the fifth amendment. 








36 TRANSFER OF OCCUPATION CURRENCY PLATES 


Mr. LaVenia. Are your grounds based upon the fact that a truth 
ful answer to that question would incriminate you ! 

Mr. Sriverxasrer. I refuse to answer this question on the same 
grounds, 

Mr. LaVenta. Are the grounds of your refusal that a truthful 
answer would tend to incriminate you 

Mr. Strvermaster. I refuse to answer this question on the grounds 
stated before. 

Senator Munpr. On what part of the fifth amendment do you rely ? 
Under the fifth amendment, you have a perfect constitutional right 
to plead, but you must explain the basis for that. 

Mr. Strvermaster. Under the privilege of the fifth amendment, of 
the right not to be a witness against oneself. 

Senator Munpr. All right. That is a satisfactory answer. 

You saw Miss Bentley a moment ago, when she came forward and 
said that your name was Nathan Gregory Silvermaster. Is that the 
first time you have seen Miss Bentley ? 

Mr. Sitvermaster. I refuse to answer this question on the grounds 
stated before. 

Senator Munpr. On the greunds of the fifth amendment ? 

Mr. Stivermasrer. That is right, sir. 

Senator Munpr. And that a truthful answer might tend to inecrimi- 
nate you, or, to use your words, might be an indication of giving testi- 
mony against yourself ? 

Mr. Sunvermaster. Yes; I have stated that. 

Mr. LaVenta. In 1943 and 1944 did you live with William Ludwig 
Ullmann? 

Mr. Sttvermaster. I did. 

Mr. LaVenta. Do you live with him now? 

Mr. Stivermaster. I do. 

Mr. LaVenia. At that time were you employed by the Govern- 
ment ¢ 

Mr. Sirvermaster. I beg your pardon. At what time? 

Mr. LaVenta. In 1943 and 1944 were you employed by the United 
States Government ? 

Mr. Strvermaster. I wa 

Mr. LaVenta. Do you renal, in 1944, Miss Bentley coming to your 
home and relaying to you the message she has testified to, to procure 
copies from Harry Dexter White of the Allied milits ary mark cur 
rency being printed in the United States ? 

Mr. Strvermaster. I refuse to answer the question on the grounds 
previously stated. 

Senator Munpr. Did you in fact get those Allied marks from Harry 
Dexter White and deliver them to Miss Elizabeth Bentley ? 

Mr. Strvermaster. I claim the privilege of refusing to answer that 
question on the grounds stated before. 

Senator Munpr. At that time were you a member of the Communist 
Party? 

Mr. SrtverMasrer. I refuse to answer the question, on similar 
grounds to the previously stated grounds. 

Senator Munpr. Are you a member of the Communist Party now? 

Mr. Strvermasrer. I refuse to answer the question, on the grounds 
stated before. 
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Senator Munpr. Miss Bentley’s testimony went considerably be- 
yond the charge, Mr. Silvermaster, that you were a Communist. She 
stated here in your presence today that you were not only a Com- 
munist but that you were the head of a Communist ring, that part 
of the purpose of your Communist ring was to pervert and direct 
the policy of the Treasury Department, operating through Harry 
Dexter White, to secure officially decisions which it was impossible 
to arrive at through the delivery of the Allied military marks. I 
would like to ask you this question, therefore. At the time you were 
employed in the Government, in 1948, and 1944, and 1945, were 
you in fact a member of the Soviet espionage ring operating under 
that ? 

Mr. SitverMASTER. I refuse to answer the question, on the grounds 
stated before. 

Senator Munpr. In other words, you decline to avail yourself of 
this opportunity to deny these charges which were made against you 
by Miss Bentley in your presence this morning ? 

Mr. Sirvermasrer. I have stated the grounds on which I refuse 
to answer the questions, under the fifth amendment. 

Mr. LaVenta. Mr. Silvermaster, do you recall that some time in 
January 1944, in your home, William Ludwig Ullmann, who resided 
with you, delivered to Miss Bentley in your presence samples of 
Allied military-mark currency printed in the United States, which 
samples were wrapped in newspaper, and she was to deliver those 
samples to Bill, who had instructions direct from Moscow ? 

Mr. Stivermaster. I refuse to answer the question, on the grounds 
stated before. 

Mr. LaVenta. Do you recall that subsequently she returned to your 
home and returned those samples to Ullmann in your presence and 
stated that because of the various colors used in the printing of the 
samples of the mark currency they were not good for photographing, 
and that you were to return them to Harry Dexter White and to tell 
Harry Dexter White to put additional pressure for the delivery of 
the printing plates to the Soviet Government ? 

Mr. Sirvermaster. I refuse to answer the question, on the grounds 
stated before. 

Mr. LaVenta. Do you recall that on subsequent occasions Miss 
Bentley relayed additional messages requesting that White continue 
to put on the pressure and increase the pressure, so that Russia could 
get the printing plates for those marks? 

Mr. Sttvermaster. I refuse to answer the question, on the grounds 
stated before. 

Mr. LaVenta. Do you know Harold Glasser? 

Mr. Strvermaster. Yes. 

Mr. LaVenta. Did you know him in 1948 and in 1944? 

Mr. Strvermaster. Yes. 

Mr. LaVenta. Did you know him to be employed at that time in 
the Treasury Department ? 

Mr. StiverMaster. Yes. 

Mr. LaVenta. Did you know that he also participated at the diplo- 
matic level together with Harry Dexter White with representatives 
of the Soviet Government in their negotiations to procure these print- 
ing plates for their use? 
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Mr. Strvermasrer. I refuse to answer the question. 

Mr. LaVenia. You refuse to answer that question ? 

Mr. Strvermasrer. On the grounds stated before. 

Mr. LAVEN! A, Did you know se Frank Coe / 

Mr. Strvermaster. I did. 

Mr. LaVenta. You knew him in 1943 or 1944? 

Mr. Strvermaster. Yes. 

Mr. LaVenta. Did you know that he also was participating in these 
conferences for the deliver y of the printing plates for the printing 
of the Alhed occupation currency ¢ 

Mr. SinverMaster. I claim the privilege in refusing to answer this 
question. 

Mr. LaVenia. You claim the privilege of the fifth amendment ? 

Mr. StrvermMaster. That is right. 

Mr. LaVenta. On the same grounds, that a truthful answer to any 
of these questions on which you claim the privilege would tend to 
incriminate you ¢ 

Mr. Sitvermaster. I have already stated the grounds on which I 
refuse to answer the question. 

Mr. LaVenta. Mr. Silvermaster, did you not attend several meet 
ings of the Bretton Woods conferences with Harry Dexter White? 

Mr. Strvermaster. I was there at Bretton Woods. 

Mr, LaVenta. Did you also do some interpreting for him at those 
conterences / 

Mr. StrvermMaster. No. I had no occasion to. 

Mr. LaVenta. You were not an official interpreter ? 

Mr. SrrverMAsTER. No. 

Senator Munpr. I think you testified earlier that you were there 
primarily to assist Mr. White as a technician. 

Mr. StrvermMasrer. In part. I was a member of the technical staff. 
But I have not participated in the conference, because upon my ar- 
rival I got sick and I had to return. 

Senator Munpr. I think that is all for Mr. Silvermaster at the 
moment, 

You may step down. 

Mr. William Ludwig Ullmann? 

Mr. Forer. Same request about photographs. I would like to request 
that they be instructed not to take any photographs in the room. 

Senator Munpr. We will see to it that there will be no pictures 
taken after you commence to testify. I think, Mr. Forer, that that has 
been the policy of the chairman, as you say, but not having known 
that, I think we will have to keep Mr. Ullmann the same as Mr. Silver- 
master. When they have concluded the pictures, they will take no 
more. 

Mr. Ullmann, will you stand and be sworn? 

Do you solemnly swear the testimony you are about to give is the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Uttmann. I do. 

Senator Munpr. And the same Mr. Forer, who is the counsel for 
Mr. Silvermaster, is vour counsel; right ? 
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TESTIMONY OF WILLIAM LUDWIG ULLMANN (ACCOMPANIED BY 
HIS COUNSEL, JOSEPH FORER) 


Mr. UtimMaAnn. Right. , 

Senator Munpr. Miss Bentley, will you come forward 4 

During the course of your testimony, you testified that you knew 
a Communist espionage agent by the name of William Ludwig Ull- 
mann. Is the gentleman there the Mr. Ullmann that you knew? 

Miss BentieEy. Yes. ; 

Senator Munpr. Thank you. 

Mr. Ullmann, will you te ‘Il us where you were born and when ? 

Mr. Utumann. I was born in Springfield, Mo., i in 1908. 

Senator Munpr. And what was your first position with the Federal 
Government / 

Mr. ULLMANN. With the NRA, Consumers Advisory Board. 

Senator Munpr. What year ¢ 

Mr. ULLMANN. 1935. 

Senator Munpt. How long did you stay with NRA ? 

Mr. Utumann. As I recall, 3 or 4 months, until the Supreme Court 
decision. 

Senator Munpr. Did you then move into another branch of 
Government ¢ 

Mr. ULLM ANN. Yes. I moved into the Finance Division of the Re- 
settlement Administration. 

Senator Munpr. Wasthat in the Department of Agriculture? 

Mr. Urrmann. Well, I think it was under Agriculture’s guidance, 
but Iam not sure it was technically a part of it. 

Senator Munpr. Isee. And that was about 1936? 

Mr. ULuMANN. 1935. 

Senator Munpr. How long did you stay with that branch of the 
Government ? 

Mr. Uttmann. I stayed with that branch until 1939, when I moved 
to the Treasury. 

Senator Munpr. You moved to the Treasury in 1939. And how 
long did you stay with Treasury ? 

Mr. Utumann. With the exception of the period I was in the Army, 
I was with the Treasury until I resigned in 1947. 

Senator Munpr. In the Treasury Department did you know the 
Assistant Secretary, Mr. Harry Dexter White? 

Mr. Utumann. Yes, I did. 

Senator Munpr. You may proceed, Mr. Counsel. 

Mr. LaVenta. When did you first go to the Treasury Department 
as an employee? 

Mr. Utitmann. AsI recall it was early in 1939. 

Mr. La Venta. Was that February 1939? 

Mr. Utitmann. It may have been. 

Mr. LaVenta. And you were there until March of 1947; is that 
correct ¢ 

Mr. UttMANN. With the exception of the period I was in the Army. 

Mr. LaVenta. Now, Mr. Ullmann, who hired you when you went 
to work in the Treasury Department ? 

Mr. Urimann. I don’t remember fully. I interviewed several 


people there. 
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Mr. LaVenta. Is it not a fact that you were interviewed by Harry 
Dexter White and recommended for employment in the Treasury 
Department by him ? 

Mr. ULimMann. I was interviewed by Mr. White. 

Mr. LaVenta. You knew Mr. White before your employment in 
the Treasury Department; is that not correct? 

Mr. UttmMann. I had met him. 

Mr. LaVenta. Had you met any of the other people who had inter- 
viewed you prior to your employment ? 

Mr. Utpmann. Yes. I met a Mr. Charles Bell. 

Mr. LaVenta. No, I mean as well as you knew Mr. White. Of all 

people that interviewed you, Harry Dexter White knew you the 
best; isn’t that correct ? 

Mr. Utumann. I guess so. 

Mr. LaVenta. Therefore, it is a reasonable assu mpti ion that you 
were solicited and recommended for employn rent in the Tre asury 
Department initially by Harry Dexter White; isn’t that correct ¢ 

Mr. ULLMANN. I guess so. 

Senator McCarriy. May I interrupt, Mr. Counsel ¢ 

Did you know that Harry Dexter White was an espionage agent at 
that time? 

wt ULiMANN. I refuse to answer that question, on the basis of my 
privileges under the fifth amendment not to be a Witness against 
= se lf. 

Senator McCarrny. Did you cooperate with him in espionage 

LV ities against the U nited State s? 

Mr. UttMann. I refuse to answer that question, on the same ground. 

Senator McCarruy. You feel that if you tell the truth, an answer to 
that question might tend to incriminate you ¢ 

Mr. Uttaann. It might. 

itor MceCarriry. You feel that it might. 

Senator Munpr. You saw Miss Bentle \ testify here today, Mr. Ull 
mann. You saw her walk forward and identify you as a man that she 
knew as a member of the espionage ring. Had you ever seen Miss 
Bentley before this morning? 

Mr. ULiuMANN. I refuse to answer that question on the same erounds 
as stated before. 

Senator Munpr. The committee would be very happy to give you 
a chance to utilize this forum, Mr, Ullmann, to plead innocence against 
the charges she has made against you, which are of very serious 
nature; not only that you were a Communist and not only that you 
were in the Silverm: aster ring, but that you were actually engaging in 
espionage activities as a part of a conspiracy to steal from the Treasury 
Department certain monetary currency plates and deliver them to the 
Russians. 

Would you like to take advantage of the opportunity to deny that 
now { 

Mr. Utiumann. Mr. Chairman, I neither deny nor affirm this testi- 
mony. 

Senator Munpr. I am not asking you to affirm it. I am asking you 
if vou can categorically deny it under oath. 

Mr. Utimann. It is my understanding that my rights under the 
Constitution do not have any connection with my innocence in a thing 
of this type. 


] 
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Senator Munpr. I do not know how you interpret it, but the Consti- 
tution does provide you the recourse of refusing to testify if you hon- 
estly feel that a truthful answer would tend to incriminate you. 

Were you a member of the espionage ring ¢ 

Mr. Unumann. I refuse to answer that question under the same 
privileges of the fifth amendment. 

Senator Munpr. I am talking about the particular time now when 
you were serving in the Treasury of the United States. I am not ask- 
ing you whether you are a member of the espionage ring today. Were 
you at that time a member of the espionage ring when you were work- 
ing for the Federal Government in the Treasury Department? 

Mr. ULtMaAnN. I refuse to answer that question on the same grounds. 

Senator Munpr. Are you a member of the Communist Party now, 
Mr. Ullmann? 

Mr. UttMann. I refuse to answer that question on the same grounds 
stated before. 

Senator McCartuy. Mr. Ullmann, you understand that if you were 
not part of the espionage ring you could say “No,” you were not part 
of it, and that would in no way incriminate you. Do you understand 
that ? 

Mr. UtuMann. May I consult my attorney ? 

(Mr. Ullmann confers with Mr. Forer.) 

Mr. Uttmann. I refuse to answer that question, on the same 
grounds. 

Senator Munpr. Mr. Counsel, you may proceed. 

Mr. L \VENIA, Mr. Ullmann, did you receive instructions in Mr. 
Silvermaster’s home in January of 1944 from Elizabeth Bentley to 
procure samples of Allied military mark currency printed in the 
United States from Harry Dexter White for delivery te a Russian 
agent ¢ 

Mr. Utimann. I refuse to answer that question, on the same 
grounds. 

Mr. LaVenta. You refuse to answer that question ? 

Mr. Utitmann. Right. 

Mr. LaVen1a. Did you and Silvermaster procure from Harry Dex- 
ter White samples of the currency ? 

Mr. Untimann. I refuse to answer that questidn, on the same 
grounds. 

Mr. LaVenta. Didn’t Harry Dexter White tell you when he gave 
you the samples to get them back as soon as possible, because they 
were taken from official files, and he didn’t want anyone to know that 
they were missing ? 

Mr. Unimann. I refuse to answer that question, on the same 
+ 

Mr. LaVenta. Did you hand over copies of the Allied military 
mark currency in the presence of Silvermaster, in Silvermaster’s home, 
to Elizabeth Bentley / 

Mr. Untimann. I refuse to answer that question, on the same 
grounds, 

Mr. LaVenta. Several weeks later, did you not receive those sam- 
ples back from Elizabeth Bentley with instructions to return them 
to Harry Dexter White, and that Bill, the Russian contact, was very 
disappointed because of the various colors used in printing them, 
because they could not be photographed very well? — 
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Mr. Uniumann. I refuse to answer that question, on the same 
vrounds. 

Senator Munpr. Mr. Ullmann, you are an expert photographer ; 
are you not é 

Mr. Unimann. [ refuse to answer that question, on the same 
erounds 

Senator Munpr. Is it not correct that in the basement of the Silver 
master home at that time there was some very elaborate photograph- 
ing equipment and equipment for developing negatives, and that you 
were the photographer in charge ¢ 

Mr. Unumann. I refuse to answer that question, on the same 
roul ds. 

Mr. LaVenia. Were you told by Elizabeth Bentley after you were 

ven the notes to return them to Harry Dexter White, to tell White 
to increase the pressure to finally achieve delivery of the printing 

tes for Allied military marks to the Soviet Government ‘ 

Mr. Utimann. I refuse to answer that question, on the same 
erounds. 

Mr. LaVenta. Do you know Harold Glasser 

Mr. Unumann. Yes, I knew Harold oo 

Mr. LaVenta. Did you know him in 1943? 

Mr. UttmMann. Yes, I did. 

Mr. LaVenta. And in 1944? 

Mr. Utitmann. Yes, I did. 

Mr. LaVi NIA. Do you know V. Frank Coe? 

Mr. Uniumann. Yes, I did. 

Mr. LaVenta. Did you know him in 1943 or 1944? 

Mr. ULtMaAnn. Yes, I a 

Mr. LaVenia. Do you know Elizabeth Bentley ? 

Mr. ULLMANN. I refuse to answer that (jue stion, on the same grounds 
as stated before. 

Senator Munpr. Mr. Ullmann, in connection with Nathan Gregory 
Silvermaster, whom you have stated you know and with whom you 
have stated you lived, and Harold Glasser, and V. Frank Coe, two 
contemporaries of yours in Government, whom you say you know, 
n conjunction with those individuals were you engaged in espion: ive 
activities at the time you were all employed in the Government of the 
United States? 

Mr. Utimann. I refuse to answer that question, under the same 
privilege as stated before. 

Senator Munpr. You may step down. 

The witnesses that we have heard this morning will be continued 
under re na until released by the committee. Weare going to have 

ext ive session very shortly, and if you will contact the clerk 

of the committee we can then tell you whether or not it will be neces- 

ivy to call you back again. That is Mr. Silvermaster, Mr. Ullmann, 
and Miss Bentley. 

Mr. Forer. I am only interested in Mr. Silvermaster and Mr. Ull- 
mann, of course. Did you say you wanted them to stand by? 

Senator Munpr. Yes. We are going to have an executive session 
of the committee, we can then tell you whether or not it will be neces- 
sary to call them back or not. 

Mr. Forer. Will you eall my office? Would that be all right? 
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Senator Munpr. If you will leave word with Mr. Cohn or Mr. Carr 
where you want us to notify you, that will be all right. 

It seems to me we have a very clear-cut case here that offers no argu- 
ment in the refutation, that while the Russian Government was oper- 
ating diplomatically, and I might say successfully, to induce our 
Government to make a loan of its monetary plates to the Russians, 
they had the people whose hames have been written nto the record, 
on whom the evidence is clear by the Communist functionary who had 
them under discipline, and by their failing to use an opportunity pro- 
vided by this committee to deny these serious charges, the evidence is 


clear that Russia, while an ally of ours in the war, was using this over- 


cnivanden technique to obtain its objectives. In this particular in- 
stance the ultimate de sag was made aboveboard. It is pretty clear 
that directives given by Miss Bentley to these high functionaries in 


the Treasury Department, incading Mr. White, aided to a consider- 
able degree in achieving the results that they desired after their steal- 
ing of the monetary samples failed to give them the proper type of 
material with which to counterfeit the notes which were being used. 

As the Chair announced at the beginning of these hearings, it was 
the specific purpose of this phase of the hearing to determine whether 
or not that over-and-under tactic was actually being employed. We 
have picked up bits of evidence here and there to that end. 

It seems clear, and stands without any argument against it, any 
refutation from any of the parties i involved, that this apparatus was 
functioning in the manner which has been outlined. 

It is now past noon. The Chair will call an executive meeting of 
the committee at 2:30 this afternoon, at a time it will be decided 
whether any additional testimony er ) be written into this par- 
ticular phase of the investigation or not, and the morning session will 
stand adjourned. 

(Whereupon, at 12:01 p. m., the hearing was recessed pending the 


call of the Chair.) 
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EXHIBITS 
ExHiBpiT No. 1 (A) 


TREASURY DEPARTMENT, 
DivISION OF MONETARY RESEARCH, 
May 31, 194 
To: Mr. D. W. Bell 
From: Mr. Coe. [Initialed:] F. C. 

There is attached a memorandum from the Department of State, Division ot 
European Affairs, transmitting a message from Mr. Kapustin, Counselor of the 
Soviet Union, requesting, on behalf of the Soviet Government, additional dyes 
for use in printing additional Allied Military marks. The Russians request that 
this dye be furnished “under the same conditions as previously.” No charge is 
made in connection with the dyes that were furnished sometime ago. It is my 
recommendation in this case, however, that the Russians be requested to make 
payment, 


Attachment 





ExHutsit No. 1 (B) 


{Notation:] Send to Mr. Glasser 
DEPARTMENT OF STATE, 
DIVISION OF EUROPEAN AFFAIRS, 
Memorandum. May 24, 1945. 
OFD—Mr. Collado. 


Mr. Kapustin, Counselor of the Soviet Embassy, called this afternoon to make 
the following request: 

He stated that the Soviet Embassy had just received a message requesting 
that the Soviet Government desired that we furnish, under the same conditions 
as previously, additional dyes for use in printing additional German occupation 
currency. Mr. Kapustin stated that he was not definitely sure of the names of 
these dyes, since the list was received by telegraph and has been obviously trans- 
literated twice. 

The following list contains the name and amount of each dye requested: 


DR i cccisiccsi el aes litol red 250 kg. 
Kraplak__- . mederiak.......... ‘nssissinisseetnsss thy mies 
Ramano____-____. green nen sepa i te ie ‘ 200 ke. 
Viktorin______ _ blue tonner aia ‘eee se 200 kg. 
Verning.......... rec ae, z : cS 350 kg. 


It is desired that the dyes be made available in dry form. 
If the Treasury officials are not able to identify the colors in question, Mr. 
Kapustin promised to ask for further details from Moscow. 
[Initialed:] E. 
EE: EDurbrow: BB. 
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Exuipsir No, 2 


TREASURY DEPARTMENT, 
BUREAU OF ENGRAVING AND PRINTING, 
OFFICE OF THE DIRECTOR, 
March, 3 1944. 
Memorandum. 
To: D. W. Bell, Under Secretary of the Treasury. 
From: A. W. Hall, Director 


In conversation with you this morning you indicated that a proposal had been 
advanced to furnish the Russian Government with plates identical to those now 
being used in the printing of invasion currency for Germany. ‘To acquiesce to 
such an unprecedented request would create serious complications, 

To permit the Russian Government to print a currency identical to that being 
printed in this country would make accountability impossible. More particu- 
larly, it has been an inviolable custom of bank-note manufacturers to retain 
in their possession all plates which they use for the printing of any currency 
or bonds for any country, bank, or private institution. ‘This well-established rule 
would never, under any circumstances, be waived by any security printing plant 
in this country. 

rhe present contractor for the printing of invasion currency for Germany is 
under heavy bond to insure against the misappropriation, loss, or improper use 
of plates, paper, and printed currency. In addition to the safeguards estab- 
lished by the contractor to insure against irregularities, there are stationed in 
the contractor’s plant representatives of this bureau, guards of the Uniformed 
Force of the United States Secret Service, and Secret Service agents, all of 
whom are charged with the responsibility of performing surveillance over the 
contractor’s activities. These representatives have in their actual charge photo- 
¢raphic positives and printing plates. All printing plates which are manufac- 
tured by the contractor from photographie positives supplied by the Bureau of 
Engraving and Printing are made under the supervision of these representatives, 
and all plates which become defective on the press are subsequently removed 
from service and destroyed under the supervision of the representatives. In 
short, every reasonable precaution is taken to protect not only the interests of 
the United States Government but also those of the contractor. The necessity 
for this is quite obvious when it is understood that if unauthorized use of the 
printing plates were made a national, and indeed an international, scandal might 
result I do not believe that under any circumstances would the contractor 
agree to the manufacture of duplicate plates to be printed by any agency outside 
f his plant. Furthermore, it is doubtful that the Treasury Department could 
force him to do so. Almost certainly his bond would become forfeit if sueh an 
arrangement were resorted to. 

The process employed in the manufacture of the invasion currency is extremely 
complex and must be carried on under ideal and controlled conditions. This 
process, while not peculiar to the contractor, has been highly developed by him. 
A variation in the process or procedure for the manufacture of the plates and 
the printing of the currency would result in significant differences in the appear- 
ance of the currency. 

Likewise, the inks that are employed, while manufactured in the Bureau of 
Engraving and Printing, have been made and adapted to the contractor's process 
of printing. These inks are hygroscopic and are affected adversely by certain 
climatie conditions. Almost certainly the differences in the climate in Russia 
would be such as to interfere seriously with the inks which would be supplied. 

The present designs for the invasion currency for Germany were developed 
with the knowledge that almost surely attempts would be made in counter- 
feiting. While no claim is made that these designs are counterfeitproof, the 
manufacture of reasonable similitudes would be difficult. To add further pro- 
tection to these designs, considerable research was performed to develop inks in 
colors which would make photographic separation difficult. To maintain these 
colors in proper balance to deter successful photographic separation of the 
composite designs requires extreme, painstaking effort and calls for precise and 
scientific controls in the various printing operations. This bureau has found 
that, even though supplied with all available cata, the contractor has not been 
able, without the assistance of members of the technical staff of this bureau, to 
maintain the color, density, and character of the printed impressions. A de- 
parture from the color standards which have been established would make 
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photographic separation and subsequent counterfeiting of the impressions 
relatively simple. 

It might also be added that to remove from this country by any known method 
of transportation complete designs in the form of plates, photographic negatives, 
or positives, which might inadvertently fall into the hands of the enemy, would 
be extremely unwise 

This bureau stands ready and willing to assist the Russian Government in the 
development of new designs of invasion currency for Germany and to manu- 
facture negatives, positives, or actual printing plates in such number as might 
be required for their use. Expeditious handling of this project can be assured 
and it is not believed that the time interval required in the making of these 
designs would be such as to interfere seriously with the printing and subsequent 
issuance of this currency in Russia. In this connection we should also be glad 
to supply inks and to assist in the procurement of paper of suitable character- 
istics for the printing of invasion currency. We shall also be glad to act in any 
advisory capacity, looking toward complete cooperation with the Russian Govern- 
ment and its representatives 


A. W. HALL. 


ExHiIsBiT No. 3 
APRIL 15, 1944 
Memorandum for the Files: 

At a meeting in the office of the Secretary of the Treasury yesterday morning, 
the Secretary announced that the Combined Chiefs of Staff, in response to his 
letter of March 22, 1944, had directed the Treasury Department to turn over 
to the Russian Government glass positives of the A. M. Mark currency. Further- 
more, the Combined Chiefs of Staff directed that the Treasury Department 
cooperate in every respect in assisting the Russian Government to get into pro 
duction on the Mark currency. 

In the discussion that followed this announcement, it was pointed out to the 
Secretary that the Forbes Company would ask to be relieved if the Russian 
Government were given duplicate positives. The Secretary stated that he knew 
that to be the situation, but nevertheless the order of the Combined Chiefs of 
Staff would have to be recognized. I pointed out to the Secretary that I had 
previously discussed this matter with the Forbes Company, and that I felt it 
would only be fair to that company to inform them what we were about to do. 
In answer to this, the Secretary emphatically stated that under no circumstances 
should the Forbes Company be informed that duplicate positives would be dis- 
patched to Moscow. He further stated that the military and political status 
of affairs were such as to require complete cooperation with the Russian Govern- 
ment, and that the transaction should be considered a military secret. I was 
instructed by the Secretary to proceed at once with the preparation of the glass 
positives, and to report to him later in the day as to the hour when the shipment 
would be ready to go forward. 

In the afternoon at 3:30, we met again with the Secretary, who had invited 
the Russian Ambassador and one of the members of his staff to be present. At 
this meeting the Secretary informed the Russian Ambassador that the United 
States had agreed to comply with the Russian request for the delivery of glass 
positives to Moscow. At this session I endeavored to point out to the Secretary 
some of the difficulties that would be experienced by the Russian Government 
in produced notes that would be undistinguishable from those now being pro 
duced in this country. I started to read a memorandum, but the Secretary 
interrupted and asked me to meet with the gentleman who accompanied the 
Russian Ambassador. The Secretary further instructed me to prepare a draft 
of a cable which the Russian Ambassador could dispatch to Moscow, setting 
forth what the United States proposed to do to meet the Russian request. During 
the preparation of the draft of this cable I endeavored to give the Russian 
representative some of the technical difficulties that will be experienced by his 
government. He did not appear to understand anything that I told him except 
to indicate that he felt they could produce currency identical to that being printed 
in the United States. I left with Mr. White the memorandum which I en- 
deavored to read to the Secretary concerning the difficulties. Mr. White promised 
to make it a part of the Secretary’s file. 

In the course of the discussion with the Russian Ambassador, the Secretary 
informed him that he would be glad to dispatch representatives of the Bureau 
of Engraving and Printing to Moscow to assist in getting their plant into 
production, 
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From the first time the Russian request came to my notice I have strenuously 
objected, in oral argument and in writing, to furnishing duplicate glass positives 
of the Mark currency to the Russian Government. There may be serious reper 
cussions when this transaction becomes public information. 


A. W. HAL! 


ExHisit No, 5 


TREASURY DEPARTMENT, 
DIVISION OF MONETARY RESEARCH, 
February 28, 1944 

To: Mr. White. 
Krom: Mr. Taylor. 
Subject: U. S.S. R. and M-Marks. 

1. Russians willing to cooperate in issuance of Allied military currency in 
Germany. They agree to proposed design, wording, denomination, ete. 

2. Russians believe that all notes, even of smallest denomination, must be serial 
numbered, 

3. Russians desire our views on exchange rate of M-mark and its relationship 
to reichsmark. 

4. In order to ensure constant supply of M-marks for Red Army, the Com 
missariat for Finance desires us to furnish it with plates of all denominations, 
a list of serial numbers, and models of paper and colors to be used. 


(Harriman 509. Moscow. 15 February 1944) 


Comment: Mr. Dunn sent copy of this cable to General Hilldring. From 
Major Hilliard we received a copy on February 26, 1944. Copy has been made 
available to Mr. Bell in your name. 


ExHrpir No. 6 
Memorandum for the files 


Meeting in Mr. Bell’s office, March 7, 1944. 
Present: Mr. Bell, Mr. White, Mr. Aarons, Mr. Taylor. 


The meeting was held at the request of Mr. White in order to review the Soviet 
request that plates and other materials for the printing of A. M. mark currency 
should be made available to the Soviet Commissariat of Finance. Mr. White 
said that he had read with considerable interest the memorandum of March 3 
from Mr. Hall to Mr. Bell on this subject, but that he was somewhat troubled 
with the views expressed therein, which indicated that we could not make these 
plates available to the Russians. Mr. White said that, in all probability, such 
an answer would be construed by the Russians as expressing a lack of trust and 
confidence in their handling of the plates. 

Mr. Bell said that it would be very difficult to make the plates available to 
the Russians. The Treasury had never made currency plates available to any- 
body and private companies would probably prove even more adamant on this 
point. In this instance, he said, the plates were the property of the Forbes 
Company in Boston and if we insisted that they should make duplicate sets avail- 
able to the Russians, it was possible that the Forbes Company would simply 
refuse to print any further currency for us, on the grounds that security control 
had been removed and they could not be responsible for anything that might 
happen to the printing of currency from that time on. Mr. Bell said that he was 
sure that we could print enough currency to make such sums available to the 
Russians as they might desire, and that we could have the first shipment ready 
for them before the Russians could start manufacturing currency from plates 
that we might make available to them. In this connection, Mr. Aarons asked 
if it would not be possible to have the Bureau of Engraving and Printing eut 
down on its production of A. M. lire and use its facilities for the printing of A. M 
marks. Mr. Bell replied that the Forbes Company might not be happy over the 
prospect of making the plates available, even to the Bureau of Engraving and 
Printing, inasmuch as it would split the responsibility for the control of produc- 
tion. Mr. Bell further stated that he did not think production in this case was 
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a bottleneck ; that they could step the program up, even using only the productive 
capacity of the Forbes plant. 

Mr. White reiterated that he was loathe to turn the Russian request down 
without further review of the matter. He called attention to the fact that in this 
instance we were not printing American currency, but Allied currency and that 
Russia was one of those allies who must be trusted to the same degree and to 
the same extent as the other allies. He wondered if it wouldn’t be possible to 
talk to the Russian Ambassador here and without settling the question con- 
cerning the plates at this time, ask the Russians what their currency needs in 
A. M. marks would be as of a series of specific dates; say, April 1, May 1, June 1, 
ete If the Russians would give us such information, it might then be possible to 
talk to them in terms of delivering the currency in adequate amounts and at the 
places where desired as of these particular dates, In this connection, Mr. White 

aid that he thought that it would be advisable to review the whole matter with 
the Secretary before proceeding further. In the event that it was still con- 
sidered inexpedient to make the plates available to the Russians at this time, 
Mr. White further advised that the matter should be cleared with the State and 
War Departments. Unless State concurrence were obtained in this matter, it 
would be possible for the charge to be made at a later date that the Treasury, 
without considering the political implications of its action, had rejected this 
proposal on a narrow accountancy basis. 

Mr. Bell said that he would review the matter again and would discuss it 
with Mr. White at a subsequent meeting. 

W. H. Tayionr. 

WHT: Drl-3-8-44, 


ExHibit No, 7 (A) 


TREASURY DEPARTMENT, 
OFFICE OF THE UNDER SECRETARY, 
March 8, 1944. 

To: Mr. Taylor. 
From: D. W. Bell. 

Discussed at meeting of Mr. Bell and Mr. White with the Secretary on March 
9, 1944. It was decided not to send this cable but that the Secretary would 
discuss the matter orally with the Soviet Ambassador. 





Exuipir No. 7 (B) 


[Notation:] Germany—Currency 
March 8, 1944. 
Draft 2 


DRAFT OF REPLY TO RUSSIAN REQUEST FOR CURRENCY PLATES 


Reference is made to Paragraph numbered seven of your cable No. 509 of 
February 15, 1944, concerning mark currency. 

The Treasury has endeavored to meet the request of the Russian Government 
but finds it rather difficult because of the conditions hereinafter set forth. 

To meet the increasing demands for invasion currency it has been necessary 
for the Treasury to secure the services of an outside, privately owned printing 
plant, which now has possession of the plates. In order to secure full protection 
in work of this character, it has been an inviolable, long-standing custom of bank- 
note manufacturers to retain in their possession all plates used for the printing 
of any currency or bonds for any country, bank, or private institution. We are 
sure the Russian Government will recognize the necessity for this policy of strict 
control. 

Despite this long-standing custom we have consulted the contractor regarding 
the request of the Russian Government and while he would like to cooperate in 
the matter, he has just informed us that he is compelled to advise, after very 
careful consideration, that if the plates or duplicates thereof are taken out of his 
possession for any purpose whatever, he will have to ask the Treasury to relieve 
him of his contract and all liability and accountability under his bond. For your 
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information in this connection, this contractor is under |} \ ond te | 
States Government to insure the latter against Misapproy or ll 
use of plates, paper, and the printed curren You can readily understand, 
therefore, his concern. 

Furthermore, our technicians have advised that because of the variations ir 
process, procedure, and temperature controls Vv hich would be brought about 


through changing from one manufacturing plant to another, or from one country 
to another. even though identical plates are used, there would res) 
eant differences in the color appearance of the currency We are certain that 


would be difficult to explain such color d fferences to the populace of an invaded 





country 





Under all the circumstances it is hoped that the requirements of the Russian 
Government for this currency can be met from the total supply pr “Ml in the 
United States and made available to the United States Army the Same manner 
as the requirements of Great Britair | be met We are just! retting into 
full production and expect to produce each weet notes of all denomina 
tions We should be pleased to receive an estimate of tl Russian requirement 


and a time schedule of deliveries which would meet that Government’s require 


ments, 


ExHIBiIT No. 8 


[Notation :] Russia—Currency 
Plates for German Marks 


Memorandum for the files Marcu 18, 1944. 
Ambassador Gromyko called the Secretary’s house at 6 o’clock. He had asked 
that morning to see the Secretary that day White was present. The Ambassa- 


dor said that he had just received from his government a confirmation of the 


request that the Soviet Government be given a set of A. M. mark plates and 
material as outlined in the cable which we had received earlier. He said he had 
explained to his government the difficulties of which Secretary Morgenthau had 
informed him but that his government would like to get the plates and the 
material notwithstanding. He said, incidentally, that his government had not 
asked for the paper necessary to print the notes but merely for a sample of the 
paper. 

The Secretary replied that he was sorry that the Soviet Government still 
wanted the plates after his explanation of the difficulties and that he had not 
expected that they would. He said he would Jike again to explain the difficulties 
which the request made for us from the point of view of preparation of the cur 
rency within the scheduled time. He said that since he had last spoken to the 
Ambassador that the Treasury had again contacted the Forbes Company about 
the request. The Forbes Company repeated its insistence that it could not go 
on with the contract if a duplicate set of plates were given out. The Secretar 
stressed the fact that we were prepared to make available to the Soviet Govern 
ment the currency that they needed whereas if we were to give them a duplicate 
set of plates the matter would be delayed long beyond what he thought was the 
time schedule provided to us by the Army 

He urged the Ambassador to send some of his representatives to the Forbes 
Company Plant in Massachusetts to talk with their people there and to see the 
magnitude of the task. He thought that if they would do that they would have 
a better idea of the difficulties that would beset the Soviet Government in the 
printing job should we meet the Soviet Government’s request for the plates 
The Ambassador responded that he would be glad to send these men up but he 

. 1i4 . ¢1 





doubted very much if it would n ke ¢ Vv ad rene at i n the request of his 
government. The Secretary then said he would get the exact information of the 


time that would be required to produce the necessa renev if the 7 


i 


I Sal l r 
had to take over the job from the Forbes people, and also the time that it would 


asury 


| 
require for the Soviet Government to begin production on a large seale if 
plates were to be sent to them now He said he would look into the matter once 
again in all its details and would inform the Ambassador within 4S hours of the 
information he obtained. 
H. D. WHITE. 
1/3/44—Or. to Miss Chauncey. 


HDW: gsa 4/3/44. 
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ExHIBIT No. 9 
MARCH 22, 1944. 
Memorandum for the files. 

At Secretary Morgenthau’s instructions I called on Ambassador Gromyko of 
the U. S. S. R. last night at the Embassy. I referred to the Secretary’s promise 
made Saturday that he would inform the Ambassador within 48 hours of the facts 
re printing of the A. M. marks. I told him that the Secretary had asked me to 
explain to the Ambassador what he had been informed would be the situation with 
respect to the delays that would be caused in completing the order for military 
marks if duplicate plates were to be sent to Moscow. 

As directed by the Secretary, I read him the memorandum dated March 21 that 
Was prepared for the Secretary on the subject. 

The Ambassador asked a number of questions with respect to the details and 
I tried to expand on the reasons why it would require six to eight months to 
produce marks in the Bureau of Engraving and why it might be unwise to have 
the Army take over the Forbes plant under the War Powers Act and attempt to 
operate it. He kept coming back with a question which he asked a number of 
times, namely, why the Forbes Company should object to giving a duplicate set of 
plates to his Government. He said that after all the Soviet Government was not a 
private corporation or an irresponsible government. I explained to him how 
both the Forbes Company and the American Banknote Company felt but I am 
afraid he remained unimpressed with the reasons I offered. 

As instructed, I explained to him that Secretary Morgenthau was sending a 
letter to the Combined Chiefs of Staff containing an explanation of the situation 
together with the memorandum, asking them for a prompt reply. The Ambassa- 
dor hoped to be able to get the reply soon, and I told him I thought he would. 

He wanted to know whether our Government was ready to suggest to his Govern- 
ment that it could print its own designed mark currency. I told him that such 
Was not necessarily the view of our Government; but was merely an expression 
of the possibility in the memorandum and that it would have to be cleared 
through other departments and doubtless with the British before it could be 
regarded as an official specific proposal. He seemed interested in the possibility 
of printing their own currency but he clearly was disappointed and skeptical as 
to the reasoning contained in the memorandum. 

H. D. WHITE. 

HDW/jm 3/23/44. 





ExHIpit No. 10 (a) 


TREASURY DEPARTMENT, 
DIVISION OF MONETARY RESEARCH, 
December 9, 1943. 
To: Mr. White. 
From: Mr. Taylor, 
Subject: Consultation with Russians re A. M. Mark. 


At a meeting in the War Department on November 26, at which Mr. Dunn 
of the State Department was present, you advised the group regarding your 
tentative discussions with Sir David Waley in respect to the use of occupation 
currency for Germany, outlining for them the designation of the “V-Mark”’, 
You also informed the group that in accordance with previous discussions, and 
with the concurrence of the British Treasury, you had discussed the matter 
with the Russian Financial Representative here who had advised that he would 
raise the matter with Moscow and might expect a reply within a couple of weeks. 
Those present indicated their approval and General Hilldring expressed the 
view that there was almost as much urgency for the German currency as for the 
l'rench, 


12/9/483—Or. to Mr. White. 
Mr. White, Branch 2058, Room 214%. 
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ExHIsit No. 10 (b) 


TREASURY DEPARTMENT, 
DIVISION OF MONETARY RESEARCH, 
February 1, 1944. 
To: Mr. White. 
From: Mr. Taylor. 
Subject: Russian Reaction to A. M. Marks. 

The State Department, through Ambassador Harriman in London, has re- 
ceived a reply setting ferth the Russian position in respect to A. M. Marks. 
General Hilldring stated at the meeting in Mr. McCloy’s office on February 1, 
that he had read this incoming cable in Mr. Dunn’s office. He indicated that 
the cable stated that the Russians felt that the question of the kind of currency 
that would be used by Allied Military Forces in Germany was too important a 
question for them to rush into a decision at this time. They were giving the 
matter further consideration and though the General did not mention it, presum- 
ably they would keep us advised. 


Mr. White, Branch 2058, Room 214%. 





ExHtipit No. 11 
VPARAPHRASE OF TELEGRAM RECEIVED 


From: AMEMBASSY, Moscow. 
To: Secretary of State, Washington. 
Date: April 8, 1944. 


Number: 1227. 


Following is a translation of paraphrase of a note from Molotoy received 
today concerning the proposed German currency arrangement: 

Quote On February 14 I addressed a communication to you stating that the 
Soviet Government was agreed that the issuance of M-mark currency for Ger- 
many should be uniform as to size, value, and pattern as suggested by the United 
States and British Governments. In this regard I stated that in the interest 
of uninterrupted supply to the Soviet Army of such currency it would be de- 
sirable that the M-marks be printed in the Soviet Union as well as in the United 
States. 

As set forth in this communication the Soviet Government pointed out that it 
would be necessary for the Treasury Department of the United States to make 
available to the People’s Commissariat of Finance banknote plates, samples of 
paper and colors for the printing of the M-marks, and lists of numbers so that 
uniformity of pattern and quality of printed military currency could be assured, 
There has as yet been no reply received to this note. According to the informa- 
tion which the Soviet Government has regarding the conversations in Wash- 
ington between Messrs. Morgenthau and White and the Soviet Ambassador, it 
appears that the private concern engaged in printing the M-marks interposes 
objection to making available to the People’s Commissariat for Finance the 
plates, samples of paper and colors, and lists of numbers, and that in the opinion 
of the Treasury Department of the United States there is no possibility of 
overcoming these obstacles. The Soviet Government cannot consider as sound 
the objections set forth on this point. Furthermore, the Soviet Government finds 
it necessary to reiterate its previous statement in regard to the necessity that 
military marks be prepared in the Soviet Union for supply to the Soviet Army 
in the eventuality that Soviet troops enter Germany. The Soviet Government 
in this connection has taken into consideration the point of view of Soviet 
specialists who believe that it would be a disadvantage for the common Allied 
cause if such military marks were not printed in the Soviet Union. 

It would be appreciated if you would let me know whether a favorable decision 
can be reached in regard to the question raised in this note and in the conversa- 
tions between Messrs. Morgenthau and White and the Soviet Ambassador in 
Washington. In the event that the reply is in the negative, I must point out that 
the Soviet Government will then be forced to proceed with the independent 
preparation of military marks for Germany of its own pattern. ENp qQuorr. 

HARRIMAN. 

EE: CEB: EB. 

Copy to: Mr. Harry White, Treasury Department. 
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\ bout 9:30 A. M. Friday, April 14, Mr. Harry White called me on the tele 





phone and asked me to come to his office immediately When I got there he, 
Mr. Taylor, and Mr. Luxford were discussing the proposition of giving the Russiar 
Government glass positives of Allied Military Mark Currency. After I was seated 
Mr. White informed me that the Combined Chiefs of Staff had directed that the 
glass positives be turned over to the Russian Government 
\fter pointing out the possibility of the cessation of printing at the Forbes 
Mr. Luxford stated that the Government was ready to take the plant over 
i ade referen to a proposed draft which he had prepared authorizing the 
President to direct the Army to operate the Forbes printing plant He further 
tated that the plant could be taken over by the Treasury Department and oper 
ed the Bureau of Engraving and Printing. I begged Mr. White not to take 
ny act of this sort, but to permit me to discuss the matter with Mr. Forbes, as 
I felt that I could convince the Forbes Company to accede to the decision which I 
nformed was made by the Combined Chiefs of Staff (See memorandum of 
I>. W. Bell, dated April 27, 1944, to which is attached copy of a letter from the 
Chief of Staff, dated April 13. It will be noted that the decision to send the 
positives to Russia was not made by the Combined Chiefs of Staff, but was made 
! Secretary of the Treasury. ) 
After the n ting in Mr. White’s office we went to the Secretary After some 
d ) which time all of the points mentioned in the meeting with Mr 
White were again explored, the Secretary announced that the positives would be 
turned over to the Russiar rhe session in the Secretary’s office was rather 


hectic as he had implied that he had not been fully informed in the matter. He 
stated that if he had known all the facts, a decision would have been arrived at at 
1much earlier date. Since Mr. White and Mr. Bell, only had previous conferences 





vith him on the subject, it was interpreted that his accusation about being 
misinformed was nst these two men. Mr. Bell was not present, as he had 
heen on a vacation ‘ing that week However, he was at his home while this 
onference was in session, and had been in touch with his office during the day, 


so it was known to the Secretary that he was available 
When this matter was first brought up some weeks before, as the corre 
sponden will show, I offered several technical objections to the proposition of 
having two printing plants printing the same kind of currency. In my opinion, 
these objections cannot be overcome if uniformity of printing is to be desired 
It is apparent that when Mr. Bell presented these technical objections, with his 
endorsement, the Secretary got the feeling that we were trying to find a way t 
keep the glass positives from the Russian Government. 
At the morning meeting with the Sec retary, he asked me to find out how soon 
could have duplicates of the glass positives prepared for shipment He then 
decided to call the Russian Ambassador to a conference in his office at 3:30, and 
sked all of us to return to his office at 3:25. The meeting then adjourned. 
Promptly at 8:25 P. M., April 14, Mr. White, Mr. Luxford and I reported to 
the Secretary's office. Mr. Fitzgerald announced the three of us. A minute later, 
the Secretary called Mr. Fitzgerald and asked him to send in Mr. White and 





Mr. Laxford. At 8:30 the Russian Ambassador and his secretary came to the 
Secretary's office Mr. Fitzgerald announced them to the Secretary In a few 
seconds the Secretary called and asked that the Ambassador al his secretary 
he sent to his office. Mr. Fitzgerald turned to me and said, “The Secretary has 


not yet mentioned your name.” About five minutes after the Ambassador entered 
the Secretary's office, the Secretary asked Mr. Fitzgerald to send me in. 


When I entered the Secretary’s office, he introduced me to the Ambassador and 
secretary and asked me to have a seat. There wus a stenotype operator 
the corner of the room. At previous conferences which I had attended it 


e Secretary's office when he had a stenotype operator present, he always 
f an apology for taking notes, It is apparent, in my opinion, 
th: when the Russia \mbassador was admitted he wanted some excuse for 
having the stenotype operator in his room, and I have concluded that I was 
made the goat. 

Che Secretary announced to the Russian Ambassador that the United States 
Government Was anxious te cooperate with the Russian Government; conse- 

ently, it was agreed that the Russian Government should have the glass posi 


a4 ‘ rt ¢ 





TRANSFER OF OCCUPATION CURRENCY PLATES JO 





tives of the Allied Military Mark Currency. He further stated that I 

would be very glad to furnish the Russian Government h curren rin 

in this country in any amount the Russians desired | presented specimel 

the glass positives, and a specimen of a deep-etched plate nd ¢ l 
generalities the method of making the plates and the method of printing. 1 
informed the Secretary that the plates would be ready ! pment on M 
morning. The Secretary had told me during the morning session that he wanted 
the plates made as quickly as possible. When I asked whether we should put on 
overtime, he said “Yes, triple overtime.’ The Secretary also adv d e Am 


bassador, since he learned from my conversation that there were many complica- 
tions involved in producing the currency, that he would be glad to dispatch 


representatives of the Bureau of Engraving and Printing to assist in getting 
’ 


into production of currency. rhe Secretary followed me to the door and said 
“Hall, do everything you can to give the Russians what the nt.” 


i 
The men in the photo-litho section went to work immediately on the plates 
and continued on a 24-hour basis until twenty-three glass positives, and twen 
three glass negatives were completed. The head of the Engraving Division 
announced that the plates were completed on Saturday afternoon. The plates 
were boxed and made ready for shipment on Monday morning, April 17. The 


Russian Hmbassy was informed of this. 


After spending money at a rate of time-and-a-halt 


the plates, it was not until Friday, April 21, that the Russian Embassy called 
for the plates. The plates were delivered to the Embassy in an automobile 
ywned and operated by the War Department. This unusual delivery was made 
because the Secretary instructed al mcerned that this was a military secret 


and should not be made known to anyone, 


to exped te com 


ExHIBitT No, 13 
APRIL 18, 1944. 


Memorandum for the Files. 


Meeting in Mr. White’s Office, April 18, 1944. 

Present: Mr. Chechulin, Member of Soviet Finance Delegat 
Mr. Smirnov, Member of Soviet Finance Delegation 
Mr. White. 
Mr. Taylor. 

Mr. White explained to the Soviet representatives that he had asked them to 
come in to talk over with them informally the question of the determination of 
an exchange rate for the German mark. Mr. White then explained some of the 
background concerning the discussions in this government in respect to the rate 
Mr. Chechulin asked if we were discussing the rate to be established for the 
mark after the occupation of Germany by the Allied military forces. Mr. White 
explained that we were discussing the determination of a rate for the period 
when military operations would begin in such area as the reichsmark might now 
be circulating as legal tender. Mr. White further stated that it was essential 
that we do this because our Army had to have a r: rder to carry through 
other financial and supply programs. In Mr. White’s vit it was just as essen- 
tial for the British that they should have a rate which should go into effect at 
the commencement of operations. 

Mr. Chechulin inquired if we were spe 
Mr. White explained that currently we 
and the A. M. mark interchangeable therefore the 
established would be the same for th for the A. M. 
White added, however, that should the situation in Germany deterior: mark- 
edly before the Allied armies got there, then we must be prepared to reexamine 
the situation and to state that the A. M. mark would be worth X reichsmarks. 
Mr. Chechulin inquired as to our reasons for using the A. M. mark. Mr. White 
stated that the A. M. mark was being prepared for use by our military forces. 
They would be required to keep careful records of the types and value of their 
expenditures. Such records would be used in any subsequent discussions with 
any recognized German authorities as to the liability for the A. M. marks placed 
in circulation. The Russian representatives asked for further clarification of 
the word liability. Mr. White added that this was not meant to imply that any 
of the Allied authorities would have the responsibility of redeeming the A. M. 
mark in their own currency. However, it would be necessary to keep records 














he Allied mark. 


ng iking the reichsmark 
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of the amounts placed in circulation and to offset these against any subsequent 
counter-claims we would have against the Germans such as civilian supplies 
furnished to the German population, for maintenance of troops, for occupation 
costs, reparations, etc. 

Mr. White inquired of the Soviet representatives as to the best procedure of 
handling the present subject. Did the Soviet representatives wish to convey 
the matter to their government themselves or did they wish us to take it up 
through the U. S. Ambassador in Moscow? The Soviet representatives were 
more or less noncommittal on this point and said they would like to have time 
to think the matter over. Mr. White asked them who in Moscow would be 
responsible for settling this problem? Mr. Chechulin replied that he thought 
there would be three organizations that would be intimately interested in the 
problem—The People’s Commissariat for Finance, the People’s Commissariat 
for Foreign Affairs, and the State Bank. He said that he would like to have the 
opportunity of reviewing this question with the Soviet Ambassador and would 
get in touch with Mr. White again in respect to the matter. 

W. H. TAYLOR. 

WHT: gp 4/21/44. 





kixurpir No. 15( A) 


[Copy] 
JEMBASSY OF THI 
UNION OF SOVIET SOcIALIST REPUBLICS, 
Washington, D. C., June 27, 1944. 


My Dear Mr. Secretary: Hereby I wish to inform you that M-marks that will 
be printed in the Soviet Union will begin with the following numbers: 


1 Mark. --. ‘ a wae 50, 000, 001 
] “ig . ; i ; 75. 000, 001 
ae aap aches : ___. 50, 000, 001 

i = ‘ 2 50, 000, 001 


20 a i rar mereryee 
50 , 7 ee — poe 40, 000, 001 
100 wf 35, 000, 001 
1, 000 25, 000, 001 


Sincerely yours, 
s/ <A. KAPUSTIN, 
Charge d’ Affaires. 
The Honorable HENRY MORGENTHAU, 
Secretary of the Treasury, 
Washington, D.C. 


ec: Mr. Bell (2), Mr. Glasser, Mr. Luxford. 





Copy 7-444. 
Exutsit No. 15 (B) 
TREASURY DEPARTMENT, 
DIVISION oF MONETARY RESEARCH, 
eee, , 1945 
To: 
From: 


See if later letter came to Mr. D. W. Bell or Mr. Hall on this subject. 
Have Mr. Coe follow this up; if we don’t have letter, Mr. Coe to ask Kapustin 
if we can have a copy. (We do not have inquiry which they said they made.) 





ed 
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Exuipit No. 17 
Memorandum for the files. 
Meeting in Mr. White's oflice, August 2, at 3 p. m. 
Present: For the U. S. S. R. 
Mr. Maletin 
Professor Smirnoy 
Mr. Chichulin 
For the Treasury 
Mr. White 
Mr. Glasser 
Mr. Hoffman 
Mrs. Cold 

Mr. White opened the meeting by explaining that the time was rapidly ap 
proaching when it would be necessary for the three governments concerned—the 
U. S., U. K., and U. 8. S. R.—to arrive at a working decision as to the rate 
of exchange which the armies of the three countries would employ upon entering 
Germany. Mr. White summed up earlier discussions and stated that it was the 
general view that the disadvantages of either overvaluation or undervaluation 
should be avoided. Theretore, in setting a rate, we sought assurance that 
the rate selected was one that the German economy could sustain, so that the 
disastrous political and economic consequences of successive depreciation may 
be avoided during the early occupation period, as well as the assurance that the 
rate selected would accurately reflect the value of the German mark and would 
not do injury to the German economic balance. 

Mr. White explained that in view of the impossibility of anticipating the 
actual economic conditions in Germany to be encountered during occupation, no 
sound permanent rate could be set at this time. It was therefore the view of this 
Government, and the British concurred, that the Allies upon entering Germany 
should employ a provisional rate applicable only to pay of troops and purchase 
of local supplies. At such time as the Allies were adequately informed about 
internal German economic conditions, a sound general rate could be set which 
would reilect the real value of the mark. 

Mr. Maietin inquired as to what rate the special mark or AM mark would 
have in relation to the German mark. Mr. White replied that at the outset it 
was intended that the two marks should exchange at par, inasmuch as we con 
ceived of the AM mark purely as a supplemental currency and that, in our 
view, it would be highly desirable to maintain complete and unquestioned inter 
changeability of the two marks as long as possible under occupation. Mr. White 
asked Mr. Maletin for the views of his Government concerning the appropriate 
time to fix a dollar-sterling-ruble rate of exchange. Mr. Maletin replied that in 
the view of his Government, it would be virtually impossible to fix a rate of ex 
change in advance of occupation, in the absence of adequate knowledge of eco 
nomic conditions to be found on German territory. 

Mr. White then enquired as to whether the Russian armies did not likewise 
require a conversion rate in effecting pay of troops for accounting purposes, 
even in the absence of a general rate. Mr. White explained that for accounting 
purposes, the U. S. Army required a working rate to effect the conversion of troop 
pay into marks. Mr. Maletin replied that at first the soldiers would be primarily 
engaged in fighting and that during this combat period, they would be given 
enough in “special marks” to cover their needs. Mr. Maletin replied that the 
special mark should take care of all contingencies, since they would have the 
special mark to meet all needs. Mr. White inquired as to the regularity of troo; 
pay. Mr. Maletin replied that the Russian soldiers were paid twice a month 
however, when fighting ensues, there were occasional delays. These delays o« 
curred only in exceptional cases. 

Mr. White summed up his understanding of the Russian position by stating 
that it appeared that the Russians wished to postpone fixing a rate until they 
were in occupation of the area and could then determine a rate on the basis 
af existing economic conditions. Mr. White asked whether the Russians in 
tended to permit regional rate differentials, depending upon variations in the 
price structure among localities. Mr. Maletin stated that this contingency was 
definitely not excluded since the objective should be to give the soldiers a reason 
able amount of purchasing power wherever they are. 

Mr. White stated that it appeared that there was a basic difference between 
the Russian and U. 8. point of view, inasmuch as the Russians seemed to be 
primarily concerned with the needs of their soldiers, and assurance that they 
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Maletin explained that he was not authorized 
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Ex] IT No. 19 (A) 
rk 8, 1946 
lorant i—United States Government 
G I 
I ) Initialed W. H.T 
Review of decision to make A. M. mark currency printing plates avail- 
eU.S.S.R 
Jacobson of the Office of Geri n Econo! ate Department 
tod t quire as to who had taken respect to making 
ting plates for A. M. mark currency available S. R. and to 
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inquire under what terms these plates had been made available. He explained 
further in regard to the last point that he wished to know if any conditions had 
been laid down to the effect that the Russians must report periodically to the 
other Allied authorities as to the amounts of currency printed and used. 

I informed Mr, Jacobson that to the best of my knowledge the decision to make 
the A. M. mark currency printing plates available to the U. S. S. R. had beet 
reviewed at the highest levels of the Government including the President, the 


Secretary of State, the Secretary of the Treasury, and the Chief of Staff. I sug 
gested that Mr. Jacobson might care to review the CCAC papers dealing with the 
question of this transfer (these papers are CCAC 81 of 28 March 1944 and CCAC 
81/1 of 11 April 1944). Mr. Jacobson said that he had not yet bad an oppor- 
tunity of reviewing these papers I informed him that when he had had such 
an opportunity we would be glad to speak with him further about this matte 

I am attaching herewith a memorandum of 27 April 1944 from Mr. D. W. Bell 


to Mr. Hall dealing with the subject of the transfer of the pi 
Russians. You will notice from this memorandum that the dee on had been 
cleared with General Marshall, Mr. Dunn of the State Department, and with 
the British Foreign Office. There are other memoranda in the files on this 
matter but this memorandum would seem to be the key document. 


inting plates to the 


Exnuisit No. 19 (8B) 


Mr. Overby has a note written to HG on 12/3 saying: “Do we have an adequatt 
defense ready for Congress on this subject? I am sure it will be raised.” 


Memo with O’s note sent to Ullmann on 12/4. 


Exursit No. 22 


Memorandum to the Ambassador from Secretary Morgenthau : 
There will be shipped from Washington on Tuesda Ap! 18, glass negative 
and positives of all plates used for printing M-marks ‘h Signs are in nega 
tive and positive form since it is 1 known Which is prefe l by the Soviet 
Government. Twenty-three glass plates are necessary to make a complete set 
for the 8 denominations, therefore, there are 46 plates in the shipment here 


will also be included specimens of the inks with the formula for each color 
and a specimen of the paper with the technical specifi 1 


discussing the numbering technique will accompany the shipme1 

In order that the mark currency proposed to be printed by the Soviet Govern- 
ment be indistinguishable from that being printed by the United States “deep- 
etched offset’? plates will have to be used. Any other process of plate making 


will result in notes that appear different in color from those that are being 
printed here. 

If the Soviet Government is unable to make deep-etched offset plates and 
it desires that the plates be made in the United States it will be necessary to 
furnish the U. S. Treasury with the diameter and length of the plate cylinders 
of the presses proposed to be used by the Soviet Government. It will also be 
necessary to furnish information on the type and design of press to be 
by the Soviet Government and whether or not it is a multicolor press. If it is 
a multicolor press the number of colors in the press should be specified. 

At the end of each 100,000 impressions the deep-etched plates now being 
used in the United States for printing M-mark currency are discarded and 
replaced by new plates. It will be noted, therefore, that a considerable nun 
ber of plates are necessary in producing substantial quantities of M-marks 
It would probably require at least 3 weeks for the United States to make the 
first complete set of plates for all denominations of the mark currency. The 
rate of output of duplicate plates is uncertain as it is dependent upon a supply 
of highly skilled labor. 

Unless the type face used for numbering the notes is the same in Russia 
as is used in the United States, the notes will appear to be dissimilar. The 
present numbering machines used by the United States were made specially 
and there are none available that could be loaned to the Soviet Government. 
The manufacture of additional numbering machines to match those now being 
used in the U. S. would require possibly 3 months. However, a slight dis- 


used 
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similarity in type face used for numbering the notes does not seem to be of 
decisive importance, in the opinion of the U. 8. Treasury. 

The U. 8S. Treasury is desirous to cooperate with the Soviet Government in 
this matter in every possible way. 

4/14/44—6: 30 p. m.—Original handed to Mr. Bazykin, of Russian Embassy, 
by Mr. Luxford. 

t/15/44—Copies to: Mr. White, Mr. Aarons, Mr. D. Bell, Mr. Alvin W. Hall, 
Mr. Taylor. 

Ribbon copy to the Secretary by Mr. White. 

Ifanded to Mr. V. Bazoykin of the Russian Embassy by Mr. Luxford at 6:30 
p. m, today. 


AFL: HDW: AWH: WHT: sh 4/14/44. 





Exursit No. 23 
EMBASSY OF THE 
UNION OF Soviet SocraAList REPUBLICS, 
Washington, D. C., June 1, 1944. 
The Honorable HENRY MoRGENTHAU, Jr., 
Secretary of the Treasury, Washington, D.C. 

My Dear Mr. Secretary: Hereby I wish to request you to repeat for us the 
supply of all the materials, in the same quantities, as contained in boxes Nos. 12, 
14, 16, 283, 25, 26, 27 in accordance with the itemized statement enclosed with Mr. 
Bell’s letter of May 11th. These materials have been despatched on planes to 
the People’s Commissariat of Finance of the U. S. S. R. on May 25. 

All the materials contained in the above-listed boxes perished in connection 
with a crash of the plane which carried them. 

I should highly appreciate it if you could fulfill this request in the shortest 
possible time and inform me where and when the Embassy could receive the 
above-mentioned materials as well as the materials which are being prepared 
at the present time in addition to those previously supplied. 

Sincerely yours, 
A. GroMyYKkKo, 
Ambassador. 


ExHIBIT No. 24 
DECEMBER 15, 1941. 
TREASURY DEPARTMENT ORDER NO, 43 


On and after this date, Mr. Harry D. White, Assistant to the Secretary, will 
assume full responsibility for ail matters with which the Treasury Department 
has to deal having a bearing on foreign relations. Mr. White will act as liaison 
between the Treasury Department and the State Department, will serve in the 
capacity of adviser to the Secretary on all Treasury foreign affairs matters, 
and will assume responsibility for the management and operation of the Stabili- 
zation Fund without change in existing procedures. Mr. White will report 
directly to the Secretary. 

H. MORGENTHAU, Jr., 
Secretary of the Treasury. 





Exurisit No. 25 
TREASURY DEPARTMENT, 
February 25, 1943. 
Inter Office Communication, 
To: Dr. Harry White. 
From: Secretary Morgenthau. 

Kiffective this date, I would like you to take supervision over and assume full 
responsibility for T'reasury’s participation in all economic and financial matters 
(except matters pertaining to depository facilities, transfers of funds, and war 
expenditures) in connection with the operations of the Army and Navy and the 
civilian affairs in the foreign areas in which our armed forces are operating or 
are likely to operate. This will, of course, include general liaison with the 
State Department, Army and Navy, and other departments or agencies and 
representatives of foreign governments on these matters. 
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In the above connection, you will, of course, keep Under Secretary Bell advised 
with respect to all matters affecting gold, coins, coinage, currency, or rates of 
exchange. You will also consult with Mr. Paul or Mr. Luxford and Mr. Pehle in 
all matters which come within the jurisdiction of the Foreign Funds Control. 


[Notation :] OK. H. M., Jr. 


BRIEF DESCRIPTION OF THE EXHIBITS RETAINED IN THE FILES OF THE SUBCOMMITTEE 


No. 4. This exhibit is a paraphrase of a telegram from the American Embassy, 
Moscow, to the Secretary of State, Washington, D. C., dated February 
15, 1944, setting forth the views of the Russian Government regarding 
occupation currency in the Reich. Also discussed in this telegram 
is a request that printing plates for all denominations of the allied 
military mark, papers, and colors be delivered to the Commissariat for 
Finance of the Russian Government. 

No. 14. This is a transcipt of the minutes of the meeting of the ad hoe Com- 
mittee on Financial Planning, dated June 20, 1944. This transcript 
lists the names of all of the conferees present, and Mr. Harold Glasser 
is listed as being present and representing the Treasury Department. 
The transcript indicates that the rate of exchange for the German mark 
was discussed at this meeting, among other things. 

No. 16. This exhibit is a transcript of the minutes of a meeting of the combined 
United States-United Kingdom ad hoc Committee on Financial Plan- 
ning held in Washington, D. C., on July 29, 1944 All of the conferees 
are listed in the exhibit, and it appears that Harold Glasser attended 
that meeting as a representative of the Treasury Department. 

Among the matters discussed at this meeting was the rate of exchange 
for the allied military mark. 

No. 18. This exhibit is a transcript of the minutes of the meeting of the ad hoc 
Committee on Financial Planning, dated January 2, 1945 The tran- 
script lists the names of all of the conferees present, and Mr. Harold 
Glasser is listed as being present and representing the Treasury De- 
partment. The transcript indicates that the rate of exchange for the 
German mark was discussed at this meeting. among other things. 

No. 20. This exhibit is a transcript of the minutes of the meeting of the ad hoe 
Committee on Financial Planning, dated April 8, 1944. This exhibit 
reveals activities of Harry Dexter White in connection with the rate 
of exchange for the occupation mark, in which subject Harold Glasser 
has constantly appeared as a conferee. 

This exhibit is a transcript of the minutes of the meeting of the ad hoe 
Committee on Financial Planning, dated April 25, 1944 The rate of 
exchange for the German mark was discussed at this meeting rhe 
following résumé of the discussion appearing in the minutes of that 
meeting is quoted as pertinent: 

“He [Mr. White] also reported that Treasury conversations on 
this subject [exchange rate for the German mark] have begun with 
Soviet officials in Washington. The U. 8. S. R. had apparently not 
expected to discuss a mark rate for the period of military operations, 
during which they envisage no special need for a rate of exchange, 
but for a post-hostilities period. Mr. Taylor said the Soviet approach 
to such matters is apparently very different from that of United 
States-United Kindom authorities The Soviets have shown no 
interest in a supply of A. M. marks for the initial period and have 
asked what the United States-United Kingdom authorities expect to 
do with proposed records regarding use of A. M. marks at that time. 
The Soviets have objected to the word ‘liability’ in connection with 
the use of A. M. marks and have asked if this means liability for 
redemption of A. M. marks currency by the Allies. On the other 
hand, the Soviets are apparently agreeable to interchangeability 
within the area of Allied (United States-United Kingdom and 
U.S. 8. R.) military marks and regular German mark currency with- 
out distinction.” 
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